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ments to Paragraph (e)(1)(A) of 
Rule 144 under the Securities Act 
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on the Amount of Securities 
which May Be Sold under the 
Rule; (2) Proposal to Amend 
Paragraphs (e)(a)(A)-(B) of Rule 
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SEC v. First Mortgage Investors, 

et al. 
Complaint filed in the U. S. 
District Court in Miami, Florida 
against defendant First Mort- 
gage Investors and others. The 
complaint alleges violations of 
the antifraud, reporting and 
proxy provisions of the federal 
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of a permanent injunction. 
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FREEDOM OF INFORMATION ACT 
Release No. 26/September 8, 1975 


In the Matter of Request of 


ANTHONY P. DAVID 


for access to records relating to an investigation of Chase 
Investment Services of Boston, Inc. 
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ORDER PARTIALLY GRANTING REQUEST 


The Commission has received the appeal of Anthony 
P. David, Esquire, seeking access, pursuant to the 
Freedom of Information Act (“FOIA”), to investi- 
gatory and other records compiled by the Commis- 
sion in connection with the administrative proceed- 
ing, /n the Matter of Chase Investment Services of 
Boston, Inc., No. 3-4635. Mr. David’s request was 
initially denied by the Commission’s Public Infor- 
mation Officer on the basis of 5 U.S.C. 552(b)(3), 
which exempts from disclosure under the FOIA 
“matters that are ... specifically exempted from 
disclosure by statute,” and Section 210(b) of the 
Investment Advisers Act of 1940, 15 U.S.C. 80b- 
10(b). 


In /n the Matter of Request of Carl L. Shipley, 

FOIA Release No. 25, 7 SEC Docket No. 15 (August 
29, 1975) the Commission considered the applica- 
tion of Section 210(b) to requests under the FOIA. 
There, the Commission determined that Section 
210(b) would be construed to prohibit disclosure 

of files compiled in the course of investigations under 
the Investment Advisers Act, only to the extent 

that disclosure would violate the confidentiality of 
the relationship between an investment adviser and 
its client. For the reasons set forth in that release, 
the Commission affirms the action of the Public In- 
formation Officer insofar as it covers records that 
bear on the adviser-client relationship. Records that 
cannot be viewed as such will be disclosed except 

to the extent they may otherwise be exempt from 
disclosure under the FOIA. 


Chase Investment Services of Boston, Inc. (“CIS”), 
unlike the investment adviser involved in Shipley, 
is still an active investment adviser. In Shipley, the 
Commission was not required to address the ques- 
tion of whether certain records not relating to 
clients, would nevertheless be exempt from discio- 
sure as “trade secrets” and privileged or confiden- 
tial commercial or financial information. 5 U.S.C. 
552(b)(4); 17 CFR 200.80(b)(4). To the extent 
that the files requested contain proprietary infor- 
mation or trade secrets, e.g., information with 
respect to business relationships, research tech- 
niques and methods of operation and formulation 
of advice, this will be withheld pursuant to 5 U.S.C. 
552(b)(4). 1/ 


inter-agency and intra-agency memoranda contained 
in the investigatory and other files are, of course, ex- 
empt from compelled production pursuant to the 
fifth exemption contained in the FOIA, 5 U.S.C. 
552(b) (5). 


Although the factual portions of such memoranda, 
if not inextricably intertwined with the opinions 
and recommendations expressed, would generally 
be required to be disclosed, 2/ disclosure is not 
required in this case, since all the facts upon which 
the memoranda were based are contained in evi- 
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dentiary material which either will be disclosed or 
is otherwise exempt. As the Court of Appeals for 
the District of Columbia Circuit has observed, the 
purpose of the fifth exemption is to protect an 
agency’s deliberative processes. Disclosure of the 
factual portions of the withheld memoranda would, 
in the instant circumstances, serve only to reveal 
the staff's “evaluation of the relative significance 

of the facts” recited therein; “[t]o probe the sum- 
maries of record evidence would be the same as 
probing the decision-making process itself” 3/ 


The Commission has also considered the applica- 
bility of other exceptions to the disclosure require- 
ments of the FOIA to the instant appeal. It has 

been suggested that disclosure of the material in the 
investigatory file would “constitute an unwarranted 
invasion of personal privacy,” exempting the ma- 
terial from disclosure under 5 U.S.C. 552(b)(7)(C). 
The Commission, however, is informed that Mr. 
David is counsel for the plaintiffs in private litigation 
against CIS and the subject matter of that litigation 
appears to be similar to the subject matter of the 
Commission’s administrative proceeding against CIS. 
In balancing the considerations to determine whether 
an invasion of privacy is “unwarranted,” the Com- 
mission has recognized that a showing of “particu- 
larized need” may outweigh any harm resulting 
from an invasion of personal privacy.4/ Here, the 
Commission determines that any harm caused by 
the disclosure of the requested records is outweigh- 


ed by the need for such material shown by Mr. David. 


Therefore, any invasion of personal privacy which 
may result is not “unwarranted” within the meaning 
of 5 U.S.C: 552(b)(7)(C). 


Fianlly, it has been suggested that, if the material 
disclosed to Mr. David is broader than that per- 
mitted under civil discovery rules, then CIS may 
be deprived of “a right to a fair trial or an impar- 
tial adjudication,” 5 U.S.C. 552(b)(7)(B). The 
Commission need not speculate how a court may 
limit discovery in a private action, since the above 
exemption is directed towards a “trial” or “adjudi- 
cation” and CIS would have the protection of the 
rules of evidence at that stage. 


Accordingly, 1T iS ORDERED that the request 
of Anthony P. David for access to investigatory 
and other records relating to the administrative 
proceeding against Chase Investment Services of 
Boston, Inc. and others is denied with respect to 
the adviser-client records, trade secrets and priv- 
ileged or confidential commercial or financial in- 
formation, and internal memoranda contained 
therein, as more fully set forth above, and is in all 
other respects granted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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' disclosing, inter alia, trade secrets. Apart from 
‘WS.C. 552(b)(4), it appears that such material 

may therefore also be exempt from disclosure under 
5 U.S.C. 552(b)(3). 


‘ U.S.C. 1905 prohibits government employees 


Environmental Protection Agency v..Mink, 410 
U.S. 73 (1973). 


3/ Montrose Chemical Corp.v. Train, 471 F. 2d 63, 
68 (C.A. D.C., 1974). 


4/ In the Matter of Request of Jung Ja Malandris, 
FOIA Release No. 8, 7 SEC Docket 58, ni. 2 (May 29, 
1975). 





FREEDOM OF INFORMATION ACT 
Release No. 27/September 9, 1975 


In the Matter of Request of 
ROBERT M. SMITH 


’ rsuant to the Freedom of Information Act 
access to certain investigatory records 


On August 12, 1975, the Commission received the 
appeal of Mr. Robert M. Smith from the denial of 
his request for any information the Commission 
may have relating to payments by Lockheed Air- 
craft Corporation to foreign officials, foreign 
government executives and foreign political parties 
or organizations. 


At the present time, the Commission is investigating 
the subject of Lockheed’s foreign payments and 

thus there is the possibility of future enforcement 
proceedings. Since those persons who have thus far 
given information to the Commission have done so 
in the belief that the investigation was private, pub- 
lic disclosure of the requested records at this time 
might jeopardize the Commission’s chances of ob- 
taining more information. 


Under these circumstances, disclosure would tend 
to “interfere with pending or prospective enforce- 
ment proceedings,” and thus the records are exempt 
under the seventh exemption of the Freedom of 
Information Act. See, 5 U.S.C. 552(b)(7)(A) and 

, Commission Rule 17 CFR 200.80(b)({7)(A). 


Accordingly, 1T IS ORDERED, that the request of 
Robert M. Smith for access to records relating to 
investigation of Lockheed Aircraft Corpora- 
be, and it hereby is, denied. 











By the Commission. 








George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 5610/September 8, 1975 


Admin. Proc. File No. 3-4609 
In the Matter of 


MINCOMP CORPORATION 
1780 South Bellaire 
Denver, Colorado 


FINDINGS AND ORDER PREMANENTLY SUSPEND- 
ING REGULATION A EXEMPTION 


Mincomp Corporation (“‘issuer’’) filed a notification 
and offering circular with the Commission for the 
purpose of obtaining an exemption from the regis- 
tration requirements of the Securities Act pursuant 
to Section 3(b) thereof and Regulation A thereunder 
with respect to a public offering of 300,000 shares 
of its common stock at $1 per share. 


The Commission thereafter eritered an order tempor- 
arily suspending the exemption. The order alleged 
that: 


1. The notification and offering icrcular made ma- 
terial omissions and misstatements concerning the 
issuer’s debts and bank overdrafts, the existence of 
repurchase agreements between insiders and various 
subscribers to the shares in the offering and the sale 
of that repurchased stock by the insiders to persons 
believing the stock to be part of the original offer- 
ing, the issuance of restricted stock to the insiders 
as consideration for their purchases, the existence 
of nominee accounts, the artificial attainment of 
the proceeds required in escrow and the use of the 
proceeds of the offering. 


2. The circular failed to disclose the issuer’s true 
financial condition and was deceptive with respect 
to the method by which the securities were to be 
offered. 


3. The offering was made in violation of Section 
17 of the Securities Act. 


Mincomp at first asked for a hearing on the issue of 
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whether the suspension should be made permanent. 
But it later withdrew that request. Hence it is appro- 
priate to enter an order permanently suspending 

the exemption. 


Accordingly, 1T iS ORDERED, pursuant to Rule 
261 of Regulation A under the Securities Act, 
that the exemption from registration with respect 
to the above public offering by Mincomp Corpora- 
tion be, and it hereby is, permanently suspended. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5611/September 10, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11641/September 10, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19162/September 10, 1975 


ACCOUNTING SERIES 
Release No. 177/September 10, 1975 


NOTICE OF ADOPTION OF AMENDMENTS TO FORM 
10-0 AND REGULATION S-X REGARDING INTERIM 
FINANCIAL REPORTING 


A. General Statement 


In Securities Act Releases No. 5549 and No. 5579, 

the Commission proposed alternative methods of increas- 
ing disclosure of interim results by registrants. More 
than 700 letters of comments have been received in re- 
sponse to these proposals. In addition, the Commission 
held public hearings on the proposals and heard testi- 
mony from 14 witnesses. The Commission has given 
careful consideration to all comments and to the evi- 
dence received in the public hearings. It has now deter- 
mined to adopt certain of the proposals, to modify 
others and propose revised rules for further comment 
and to withdraw other proposals, all as discussed be- 
low. The proposals for revised rules are contained in 
Securities Act Release No. 5612 dated September 10, 
1975. ° 


Adoption of Amendments to Regulation S-X 


The Commission has determined to adopt, substantially 
as proposed, a new rule [Rule 3-16(t)] which will 
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require disclosure of selected quarterly financial data 
in notes to annual financial statements of certain re- 
gistrants. In making this determination, the Commis- 
sion has concluded that footnote disclosure of net 
sales, gross profit, income before extraordinary items 
and cumulative effect of a change in accounting, per 
share data based upon such income, and net income 
for each quarter within the two most recent fiscal 
years and any subsequent fiscal period for which in- 
come statements are presented, is appropriate for the 
protection of investors in the case of large companies 
whose shares are actively traded. The Commission be- 
lieves that the greatest investor need for these data 
exists in the case of such companies whose activities 
are most closely followed by analysts and investors. 
Accordingly, registrants whose shares are not actively 
traded or whose size is below certain limits have been 
exempted from this rule at the present time. In mak- 
ing this judgment the Commission also recognized | 
that the costs of such disclosure would be relatively 
a greater burden to smaller companies. Nevertheless, 
the Commission urges registrants who are exempt 
from the rule to consider the desirability of includ- 
ing such data in their annual reports. The exemption 
applies to all registrants who do not meet the follow- 
ing criteria; 
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A.1. The registrant has securities registered pursuant 
to Section 12(b) of the Exchange Act; or 


2. The registrant has securities registered pursuant 
to Section 12(g) of the Exchange Act that are 1 f 
quoted on the National Association of Securities Y | 
Dealers Automated Quotation System and these 

securities meet the Regulation T requirements for 
continued inclusion on the list of OTC margin 
stock; and 


B. The registrant and consolidated subsidiaries had 
income after taxes but before extraordinary items 
and cumulative effect of a change in accounting of 
$250,000 for each of the last three fiscal years or 
had total assets at the last fiscal year end of 
$200,000,000 or more. 


The Commission believes that such disclosures will 
materially assist investors in understanding the 
pattern of corporate activities throughout a fiscal 
period and it feels that such an understanding is im- 
portant if financial statements are to serve their ob- 
jective of allowing investors to develop reasonable ex- 
pectations about the future prospects of enterprises 
in which they are investing or considering invest- 
ment. 1/ Presentation of such quarterly data will 
supply information about the trend of business 
operations over segments of time which are suffi- 
ciently short to reflect business turning points. 
Annual periods may obscrue such turning points 
and may reflect a pattern of stability and growth 
which is not consistent with business reality. In addi- 
tion, quarterly data will reflect seasonal patterns 
which are of significance to an investor’s understand- 
ing of the business operations of a reporting entity. 










Numerous commentators took issue with the Com- 


y 





mission's view that the footnote information proposed 
be required by the proposals and adopted herein 
necessary for investors. They suggested that interim 
results are materially affected by random events, that 
short period estimates are by their nature imprecise 
and that putting such data into annual financial state- 
ments will mislead by lending them an appearance of 


reliability which cannot in fact exist. In addition, numer- 


ous respondents suggested that if the Commission did 
believe that quarterly data should be presented to in- 
vestors at the end of the year, this could best be 
achieved by including the quarterly data in manage- 
ment’s analysis of the summary of operations or else- 
where in the annual report, but not in the notes to 
financial statements. 


The Commission has concluded that it should not 
amend its proposal in response to these comments. 
While it recognizes that random events can materially 
affect quarterly results, it believes that Section (3) of 
Rule 3-16(t), which requires disclosure in the note of 
any unusual items occurring in any quarter disclosed, 
will enable investors to ascertain the effect of such 
items and hence not be misled. It also recognizes that 
short period estimates are imprecise, and it emphasized 
in Securities Act Release No. 5549 that it was not pro- 
posing any change in the traditional accounting prac- 
tice of making the best estimate practicable at the 
time the estimate must be made, and then reflecting 
subsequent adjustments in the estimate in subsequent 
riods as the need became apparent. Estimates are 
{rscesar part of all financial reporting, and since 
gistrants have had many years experience in making 
the estimates required in quarterly reporting and in- 
vestors have had equivalent experience in using the 
reports encompassing these estimates, the Commis- 
sion is not prepared to conclude that including quar- 
terly data in a footnote to the financial statements 
will create an impression of reliability which will 
mislead investors. In addition, Section (3) of Rule 
3-16(t) requires the disclosure of the aggregate effect 
and the nature of year end or other adjustments which 
are material to the results of each quarter presented. 
This disclosure will permit investors to determine the 
nature and effect of substantial changes in estimates. 


The Commission also does not agree that the required 
disclosure should only be made outside the financial 
statements. In general, it believes that significant fi- 
nancial disclosures about business operations during 
a period should be included in the financial state- 
ments.for that period. The burden is therefore on 
those who believe that significant financial data 
should be outside the financial statements to demon- 
strate the reason for its exclusion. Commentators did 
not offer any compelling reasons to support their 
position in this regard. Accordingly, the Commission 
believes that it is appropriate to require disclosure in 
the notes to financial statements of those companies 
in which there is the most substantial public investor 
interest. 


wolvement of Independent Public Accountants 


The inclusion of interim data in the footnotes to 


annual financial statements necessarily will associate 
the independent public accountant with these data in 
some fashion. ‘In its initial proposal in Securities Act 
Release No. 5549, the Commission indicated that it 
was not prepared to have these data labeled “‘unaudi- 
ted.” After receiving many comments and estimates 
of cost which suggested that an audit of interim data 
would be very costly to registrants, the Commission 
published an additional set of proposals (in Securities 
Act Release No. 5579) which would permit this note 
to be labeled “unaudited” and at the same time would 
set forth as an amendment to Rule 2-02 of Regulation 
S-X a set of limited review procedures which auditors 
would be expected to follow when they were associated 
with a set of financial statements which included such 
an unaudited footnote. 


After careful consideration of costs and benefits of 
auditor involvement, the Commission has determined 
to permit the required note to be identified as “un- 
audited.”” Even though this note will not be audited, 
independent accountants will be associated with such 
a note when they report on financial statements 
which include such a note. The Commission does 
not believe it is appropriate for independent ac- 
countants to be subjected to unknown responsibili- 
ties in connection with their association with this 
note. Accordingly, the Commission is proposing, 

in Securities Act Release No. 5612, dated this date, 
a slightly amended set of review and reporting pro- 
cedures which the Commission believes will satis- 
factorily set forth its expectation as to the respon- 
sibilities of independent accountants who report on 
financial statements filed with it which include such 
a note. The Commission plans to adopt final stand- 
ards for auditors’ reports which spell out these ex- 
pectations prior to the effective date of the amend- 
ment to Rule 3-16 adopted hereby. 


The Commission notes, however, that the subject of 
auditor involvement with interim financial data has 
been under active consideration by the Auditing 
Standards Executive Committee of the American 
Institute of CPAs (AudSEC). It also notes that his- 
torically the Commission has not been required to 
set forth the standards and procedures which under- 
lie an independent public accountant’s report be- 
cause the public accounting profession has develop- 
ed appropriate standards and procedures to provide 
protection to the investing public who rely upon 
such reports. 


The Commission believes that it is preferable to con- 
tinue its past policy of permitting the accounting 
profession to determine the auditing standards and 
procedures underlying accountant’s reports as long 
as this policy is consistent with the interests of in- 
vestors. Accordingly, it urges AudSEC to continue 
its study of auditor involvement with interim finan- 
cial data in the light of the Commission’s determin- 
ation that certain interim data shall be included in 
annual financial statements of certain registrants 

in a note labeled “unaudited” and the Commission’s 
further determination that auditor association with 
these data will necessarily occur and the responsi- 
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bilities for such association must be satisfactorily de- 
fined. If AudSEC adopts a Statement on Auditing 
Standards prior to December 10, 1975 which sets 
forth the standards and procedures to be followed by 
independent accountants in connection with the data 
in the unaudited note required by Rule 3-16(t), and the 
Commission is satisfied that these standards and pro- 
cedures adequately protect the interests of investors, 

it is the intention of the Commission to withdraw the 
proposed sections of Rule 2-02(e) which set forth 
specific procedures of review and reporting and to 
indicate that the AudSEC statement identifies the 
“appropriate professional standards and procedures” 
presumed to have been followed by the reporting 
independent public accountant under Rule 2-02(e). 


The Commission received many comments on the 
subject of auditor involvement, nearly all of which 
raised questions as to whether the benefits of such 
involvement would warrant the cost. The Commis- 
sion has considered these comments with great care 
since it believes that it should not lightly impose 
additional costs on registrants and that the benefits 
of new requirements to present and prospective in- 
vestors should outweigh any additional costs invol- 
ved. Since the benefits of the increased involvement 
of independent accountants in interim reporting are 
not subject to quantification, and the measurement 
of costs includes many variables'which are highly un- 
certain, the weighing of costs and benefits will in- 
evitably require the exercise of subjective judgments 
rather than arithmetical computations. 


In its releases proposing increased auditor involve- 
ment, the Commission specifically invited comments 
on the cost of its proposals to registrants. Many re- 
sponses were received, but relatively few indicated 
that the respondent had undertaken any systematic 
research into the costs involved. Those that did report 
a systematic study of costs reported that the costs 
would vary depending on the nature of the registrant, 
but the most common estimates indicated that a quar- 
terly review following the procedures set forth in the 
proposal would cost between 5% and 25% of the 
current annual audit fee. In the Commission’s hear- 
ings, several of those making such estimates were 
asked whether the studies took into account any 
savings in year-end audit time which might result 
from quarterly reviews and they responded that no 
such savings had been included. In addition, several 
witnesses stated that current auditing procedures 
frequently included analytical reviews of results of 
time periods within the year in searching for unusual 
items which would require additional auditing steps, 
even though these reviews did not focus specifically 
on quarterly periods. 


The Commission believes that as reviews of quarter- 
ly information become a regular part of the audit 
examination of public companies, auditors will re- 
vise the timing of their audit examinations so that 
they will perform procedures related to the testing 
of internal controls and the analytical review of 
internal financial reports on a regular basis through- 
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out the year. In addition, programs encompassing 
regular analytical review should increase the efficiency 
of auditors in finding and focusing promptly on po- 
tentially troublesome areas in the audit. The Commis- 
sion believes, therefore, that many of the costs includ- 
ed in the studies reported to the Commission will not 
prove to be incremental costs but will reduce the cost 
of the year-end audit examination. In addition, it is 
the Commission’s view that many of the costs will be 
of a one time rather than a continuing nature since 
audit programs and corporate control systems will be 
improved promptly to keep costs at a minimum. The 
Commission does not suggest that the cost of auditor 
involvement in quarterly data will be trivial, but it does 
believe that some of the higher estimates supplied to 

it will not prove to be correct. 


The benefits resulting from such increased costs can- 
not be quantified, but the Commission is satisfied 

that they will be substantial. While the new rules will 
not mandate the timely involvement of the independent 
accountant with quarterly reports, the Commission be- 
lieves that it is likely that such involvement will occur 
so that management will be less likely to face the neces- 
sity of revising quarterly data at the time year-end 
statements are published. Either timely or retrospec- 
tive involvement should increase the care and attention 
devoted to quarterly reports which will increase the 
likelihood that management will discover needed ad- 
justments on a timely basis. In addition, management 
may be able to identify problem areas more promptly 
so that unusual charges and credits are not made so 
frequently in the last month of a fiscal year. Finally, 
the involvement of independent accountants will add 
the expertise of professional accountants with wide 
experience in reporting problems to the quarterly 
reporting process. This should improve individual 
company reporting and direct greater professional 
attention to the general problems of interim report- 
ing. 


The Commission has brought a number of enforcement 
actions involving quarterly reports and it has observed 
other cases where quarterly reports have required cor- 
rection. In addition, it has noted the proponderance 

of Form 8-K filings covering unusual charges and credits 
to income being made late in the year. While these are 
not suggested to be evidence of systematic abuse in 
quarterly reporting, they do indicate that deficiencies 
exist. Although auditor involvement will not prevent 
all deficiencies, the Commission does believe that it 
will enhance the reliability of interim reports and re- 
duce the likelihood of abuse. In the final analysis, how- 
ever, the benefits of auditor involvement in quarterly 
data are expected primarily to result from improve- 
ment in the quality of interim reporting and the annual 
auditing process and only secondarily from the preven- 
tion of specific abuses currently perceived. 


After appraising the costs and benefits, the Commission 
has determined that the benefits of mandatory involve- 
ment of independent accountants in quarterly data on 
the basis set forth in the rules adopted hereby substan- 
tially outweigh the costs thereof and that such involve- 
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f ment is required in the interests of investors. 
"' In exempting certain registrants from these rules, 

the Commission has noted that the cost of auditor 
involvement will fall with the greatest relative sever- 
ity on smaller registrants in which public investor 
interest is not of great magnitude. In these cases, 

the Commission believes that it is less clear that the 
benefits of auditor involvement with interim data 
outweigh the costs. Accordingly, it has not required 
such involvement for such registrants at the present 
time, although it will continue to study the question 
as it evaluates the experience gained from the rules 
adopted hereby. 


Effective Date of Amendments to Regulation S-X 


Because quarterly data have not previously been in- 
cluded in financial statements for a year and be- 
cause the Commission recognizes that specific im- 
plementation of auditor involvement and improved 
systems of internal control relative to quarterly data 
may take time to achieve, the Commission is not 
requiring the inclusion of such data in financial 
statements for fiscal periods beginning prior to De- 
cember 26, 1975. In addition, quarterly data will not 
be required for quarterly periods beginning prior to 
that date. Earlier implementation of the requirements 
by registrants is encouraged. 


Inclusion of Quarterly Data in Financial Statements 
f Included in Annual Reports to Stockholders 


The rules adopted hereby require that large companies 
whose shares are actively traded include the disclosure 
of certain quarterly data in financial statements filed 
with the Commission. The Commission believes that 
these companies also should include this disclosure in 
financial statements furnished to stockholders. 


Adoption of Amendments to Form 10-Q 


The Commission has determined to adopt substantially 
increased requirements for the content of quarterly 
reports on Form 10-0 which will be applicable to all 
registrants. These requirements include condensed fi- 
nancial statements, a narrative analysis of results of 
operations, the approval of any accounting change 

by the registrant's independent public accountant, 

and a signature by the registrant's chief financial offi- 
cer or chief accounting officer. In addition, the revised 
form permits additional financial disclosures deemed 
appropriate by management and permits management 
to state that financial data in the form has been re- 
viewed by independent public accountants and to in- 
clude as an exhibit to the form a letter from the inde- 
pendent public accountant in regard to this review. 


The Commission originally proposed to require finan- 
Cial statements prepared in accordance with Regula- 
tion S-X except for the exclusion of certain footnote 
ry disclosure. A number of commentators suggested that 
such statements would be more detailed than required 
by investors and would be costly to prepare. Accord- 


ingly, the rule adopted provides that the financial state- 
ments furnished need only include the major captions 
set forth in Regulation S-X and permits the combination 
of such captions when certain materiality tests are met. 
The only subcaptions required by the rule are those 
which set forth the components of inventory (raw ma- 
terials, work in process and finished goods), if applicable, 
since users of financial statements have indicated that 
these subcaptions are of considerable importance in 
evaluating the significance of changes in investory. In 
addition, the rule permits a summarized statement of 
source and application of funds. The rule retains the 
original proposed provision that rules included in Re- 
gulation S-X which call for detailed footnote disclosures 
and schedules do not apply to financial statements filed 
in Form 10-Qs. A number of commentators indicated 
that the proposed langauge was not sufficiently specific 
since all footnote disclosures required in annual financial 
statements could be said to meet the test of being neces- 
sary to prevent the statements from being misleading. 
The Commission did not intend this interpretation, since 
it believes that detailed footnote disclosures required an- 
nually need not be updated quarterly in the absence of 
highly unusual circumstances. It has attempted to clar- 
ify the language to make its intent clear although it has 
retained in the rule the general obligation to make dis- 
closures adequate to make the information presented 
not misleading. This is a requirement for all filings with 
the Commission and has been included in Form 10-0 
since the time of its adoption. 


The new rules require income statements for the most 
recent quarter, the equivalent calendar quarter in the 
preceding year and year-to-date data for both years. 
Condensed funds statements are required on a year-to- 
date basis for the current and prior year. In addition, 
registrants are permitted to show income statement 
data and funds statement data for the twelve month 
period ending at the interim reporting date for both 
years if they elect to do so. Balance sheets are re- 
quired as of the end of the most recent quarter and 

at the same date in the preceding year. 


In addition, the new rules require increased pro forma 
information in the case of business combinations 
accounted for as purchases, conformity with the prin- 
ciples of accounting measurement set forth in the Ac- 
counting Principles Board opinion on interim financial 
reports, and increased disclosure of accounting changes. 


In connection with accounting changes, a letter from 
the registrant's independent public accountant is re- 
quired to be filed in which the accountant states 
whether or not the changes is to an alternative prin- 
ciple which in his judgment is preferable under the 
circumstances. A number of accountants objected to 
this requirement on the grounds that no standards exist 
for judging preferability among generally accepted 
accounting principles and that authoritative account- 
ing principles only require that management justify 
that a change is to a preferable method. The Commis- 
sion believes that professional accounting judgment 
can be applied to determine whether an alternative 
accounting principle is preferable in a particular set 
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of circumstances. Since a substantial burden of proof 
falls upon management to justify a change, the Commis- 
sion believes that the burden has not been met unless 

the justification is sufficiently persuasive to convince an 
independent professional accounting expert that in his 
judgment the new method represents an improved method 
of measuring business operations in the particular circum- 
stances involved. The proposed rule has therefore been 
adopted as proposed. 


In addition to financial statements, a new instruction 

to Form 10-O requires management to provide a nar- 
rative analysis of the results of operations. The Commis- 
sion’s original proposal required such an anlysis to follow 
the guidelines set forth in Guide 1 of “Guides for Prepara- 
tion and Filing of Reports and Registration Statements 
under the Securities Exchange Act of 1934.” Commenta- 
tors pointed out that this Guide was designed to apply to 
a summary of earnings covering a period of several years 
and that some of the tests set forth in that Guide were 
not precisely applicable to interim reporting on Form 
10-Q. While the Commission believes that the general 
principles set out in Guide 1 would be relevant to a 
quarterly analysis, it recognizes that certain quantita- 
tive tests are inapplicable, and that the shorter period 
covered by interim reports may have an impact on the 
types of analysis which will be most meaningful to in- 
vestors. Accordingly, this instruction has been redrafted 
to make it specifically applicable to Form 10-Q and to 
give more general guidance to registrants rather than 
setting down quantitative tests. The new instruction re- 
quires explanation of the reasons for material changes in 
the amount of revenue and expense items from one quar- 
ter to the next (even though the preceding quarter may 
not be reported as such in the Form 10-Q), between the 
most recent quarter and the equivalent quarter in the 
preceding year, and between the year-to-date data and 
comparable data for the prior year. While such explana- 
tions are to be presented in narrative form, it is expected 
that they will include quantitative data in explaining the 
reasons for changes. In addition to requiring an analysis 
of operations, the new form includes an instruction 
which permits the registrant to furnish any additional 
information which management believes will be of 
significance to registrants. This same instruction re- 
quires the registrant to indicate whether a Form 8-K 

was filed during the quarter reporting either unusual 
charges or credits to income or a change of auditors. 


Under the new rules, Form 10-O must be signed by 
either the chief financial officer of the chief account- 
ing officer of the corporation. This requirement was 
included in recognition of the fact that the data in the 
form were primarily financial, and that it was appropri- 
ate to emphasize the responsibility of the chief finan- 
cial or accounting officer for the representations expli- 
cit and implicit in the filing. This signature will not re- 
lieve other corporate officers of their esponsibilities. 


Rescission of Form 7-Q 
Since the rules and instructions adopted herein for 


Form 10-O require a condensed quarterly statement 
of source and application of funds for all companies, 
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the separate form (Form 7-Q) which sets forth this 
requirement for certain real estate companies is no 
longer required. Accordingly, Form 7-Q and the 
rules specifying its application are rescinded. 


Review of Form 10-0 Data by Independent Public 
Accountant 


The financial information included in Form 10-0 
need not be reviewed prior to filing by an inde- 
pendent public accountant. However, certain regis- 
trants will be required to include certain data con- 
tained in the Form 10-Q in an unaudited note to 
financial statements for the year. Such a note must 
be reviewed by an independent public accountant 

in accordance with prescribed professional standards 
in connection with the annual audit. Since review 
procedures must be applied to quarterly data in con- 
nection with the annual audit of such registrants in 
any event, the additional cost to these registrants 

of having a review made on a timely basis should be 
small, particularly if the annual audit is planned 
with such a review in mind. 


The Commission believes that all registrants would 
find it useful and prudent to have independent pub- 
lic accountants review quarterly financial data on a 
timely basis during the year prior to the filing of 
Form 10-O and it encourages registrants to have 
such a review made. While such a review does not 
represent an audit and cannot be relied upon to 
detect all errors and omissions that might be dis- 
covered in a full audit of quarterly data, it will bring 
the reporting, accounting and analytical expertise of 
independent professional accountants to bear on fi- 
nancial reports included in Form 10-Q and therefore 
should increase the quality and the reliability of the 
data therein in a cost-effective way. 


Instruction K of Form 10-Q permits registrants to 
state that an independent accountant has reviewed 
the financial information included therein if the 
accountant has reviewed the data in accordance 

with established professional standards and procedures 
for such a review. In Release No. 33-5612 of this date 
the Commission has proposed for comment such pro- 
fessional standards and procedures and it plans to 
adopt such standards prior to the effective date of the 
Form 10-Q revisions. The Commission notes, how- 
ever, that AudSEC has issued for exposure a set of 
proposed standards and procedures for such a review, 
and if professional standards are adopted which the 
Commission believes are satisfactory to protect the 
interests of investors, it is the intention of the Com- 
mission to withdraw its proposed standards and rely 
on the standards established by AudSEC. 


If the registrant has the independent public account- 
ant perform such a review and elects to state this 
fact, the statement must also indicate whether all 
adjustments or additional disclosures proposed by 
the independent accountant have been reflected in 
the data presented, and if not, why not. 




















a 


In addition, if the registrant states that such a review 
been made, there may (but need not be) included 
an exhibit to the form a letter from the registrant's 
independent accountant confirming or otherwise com- 
menting upon the registrant's representations and mak- 
ing such other comments as the independent accountant 
deems appropriate. 


Anumber of commentators have indicated that they 

do not believe that independent accountants should be 
permitted to associate their names with data on the basis 
of limited review procedures. This position is also taken 
in the AudSEC exposure draft on interim reviews refer- 
red to above. This view is based on the concern that 

users of the accountant’s report will not be able to dis- 
tinguish between a report covering an audit conducted 

in accordance with generally accepted auditing standards 
and a report on a limited review following specified pro- 
cedures, and hence will be misled. The Commission has 
considered these comments, but is not prepared to 
conclude that investors will be unable to distinguish 
appropriately between different types of reports. It 
believes that an accountant’s report on a limited review 
may provide significant and useful information to in- 
vestors and that such reports should be encouraged. 

At the present time, however, the Commission does 

not propose to require such reports in connection 

with Form 10-0 filings. 


In Securities Act Release No. 5579, the Commission 
roposed to amend the facing sheet of Form 10-O to 
fue registrants to indicate by check mark whether 
not financial statements required by the form had 
been reviewed by independent public accountants. 
Anumber of commentators suggested that such a re- 
quirement would imply that a review was mandatory 
and that a “‘no” answer would indicate a deficiency 
in the form. Others commented that a simple yes or 
no answer on the front of the form would oversimpli- 
fy acomplex matter and would increase the likeli- 
hood of investors being misled. 


The Commission has concluded that at the present 
time, the proposed check mark on the facing sheet 
of Form 10-Q is not necessary and it has determined 
not to adopt the amendment to the facing sheet. 


Amendments to Forms S-7 and S-16 


In Securities Act Release No. 5579 the Commission 
proposed amendments to Forms S-7 and S-16 which 
would have had the effect of permitting the use of 
Form S-7 by registrants not presently qualified to 
do so if the financial information included in their 
Form 10-O filings was reviewed by independent public 
accountants and this fact was stated on Form 10-Q. 
Many commentators suggested that the involvement 
of public accountants on a review basis was not an 
equivalent test as compared to the current tests of 
financial strength and stability now required for 





the use of Form S-7. With few exceptions, they re- 
‘sgcommended that the amendments not be adopted. 


‘ . . - 
The Commission is concerned about the cost of 
registering securities for sale and it is desirous of 


keeping such costs at a minimum consistent with the 
protection of investors. Accordingly, the Commission 
has approved publication for comment amendments 
to Forms S-7 and S-16. While such proposed amend- 
ments do not include timely auditor involvement as 
one of the criteria for use of the forms, they are de- 
signed to broaden the availability of the use of the 
forms by a larger number of companies. 


Effective Date of Form 10-O Amendments 


The Commission has determined to make changes in 
Form 10-O adopted hereby effective for Form 10-0 
reports filed covering periods beginning after Decem- 
ber 25, 1975, but in no event shall disclosure of com- 
parative balance sheet data and source and applica- 
tion of funds data be required for interim periods 
beginning prior to that date. 


B. Amendments Adopted 


The text of the amendments to Regulation S-X, Form 
10-0 and Form 7-1 and related rules follows (amend- 
ments are in italics or designated as new; deletions 

are bracketed or designated as deleted.) 


1. Regulation S-X 
Rule 2-02. Accountants’ Reports. 
(a) through (d) (No change) 


(e) Association with unaudited note covering 
interim financial data. (New paragraph) 


If the financial statements covered by the account- 
ant’s report designate as “unaudited” the note re- 
quired by Rule 3-16(t), it shall be presumed that 
appropriate professional standards and procedures 
with respect to the data in the note have been follow- 
ed by the independent accountant who is associated 
with the unaudited footnote by virtue of reporting 
on the financial statements in which it is included. 


* . . + * 


Rule 3-16. General Notes to Financial Statements. 
(See Release No. AS-4.) 


(t) Disclosure of selected quarterly financial data 
in notes to financial statements. (New rule) 


Exemption. This rule shall not apply to any regis- 
trant that does not meet the following conditions: 


(a) The registrant (1) has securities registered 
pursuant to Section 12(b) of the Securities Ex- 
change Act of 1934 or (2) has securities registered 
pursuant to Section 12(g) of that Act which also 
(i) are quoted on the National Association of Se- 
curities Dealers Automated Quotation System and 
(ii) meet the requirements for continued inclusion 
on the list of OTC margin stocks set forth in 
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Section 220.8(i) of Regulation T of the Board of 
Governors of the Federal Reserve System; and’ 


(b) The registrant and its consolidated subsidiaries 
(1) have had a net income after taxes but before ex- 
traordinary items and the cumulative effect of-a 
change in accounting, of at least $250,000 for each of 
the last three fiscal years; or (2) had total assets of at 
least $200,000,000 for the last fiscal year end. 


(1) Disclosure shall be made in a note to financial 
statements of net sales, gross profit (net sales less 
costs and expenses associated directly with or allo- 
cated to products sold or services rendered), income 
before extraordinary item and cumulative effect of 
a change in accounting, per share data based upon 
such income, and net income for each full quarter 
within the two most recent fiscal years and any sub- 
sequent interim period for which income statements 
are presented. 


(2) When the data supplied in (1) above vary from 
the amounts previously reported on the Form 10-OQ 
filed for any quarter, such as would be the case when 
a pooling of interests occurs or where an error is 
corrected, reconcile the amounts given with those 
previously reported describing the reason for the 
difference. 


(3) Describe the effect of any disposals of segments 

of a business, and extraordinary, unusual or infrequent- 
ly occurring items recognized in each full quarter 
within the two most recent fiscal years and any subse- 
quent interim period for which income statements are 
presented, as well as the aggregate effect and the na- 
ture of year-end or other adjustments which are mater- 
ial to the results of that quarter. 


(4) Where this note is part of financial statements 
which are presented as audited, it may be designated 
“unaudited.” 


Article 11A. Statement of Source and Application of 
Funds. 


Rule 11A-01. Application of Article 11A. 


This article shall be applicable to statements of source 
and application of funds filed pursuant to require- 
ments in registration and reporting forms under the 
Securities Act of 1933 and the Securities Exchange 
Act of 1934 [, except that companies which are re- 
quired to file quarterly reports on Form 7-Q shall 
comply, in all filings, with the requirements as to 
type, form and content of a funds statement specified 
in that form]. 


il. Rule 13a-13. Quarterly Reports on Form 10-Q. 


(a), (b)(1), (c) and (d) (No change) 


(b)(2) (Deleted) 
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(b)(3), (4) and (5) become (b)(2), (3) and (4), respec- 
tively. 


Il. Rule 13a-15. Quarterly Reports of Certain Real 
Estate Companies on Form 7-Q. 


(This rule is rescinded.) 

IV. Rule 15d-13. Quarterly Reports on Form 10-0. 
(a), (b)(1), (c) and (d) (No change) 

(b) (2) (Deleted) 


(b)(3), (4) and (5) become (b)(2), (3) and (4), respec- 
tively. 


V. Rule 15d-15. Quarterly Reports of Certain Real 
Estate Companies on Form 7-Q. 


(This rule is rescinded.) 


Vi. Form 7-Q. For Quarterly Reports of Certain 
Real Estate Companies Under Section 13 or 15(d) 
of the Securities Exchange Act of 1934. 


(This form is rescinded.) 


Vil. Form 10-Q. For Quarterly Reports Under 
Section 13 or 15(d) of the Securities Exchange 
Act of 1934. 


Instructions A through G (No change) 


H. Financial Statements. [Presentation of Finan- 
cial Information] 


(a) (Existing paragraph deleted) (New rule) The 
registrant shall furnish an income statement, bal- 
ance sheet and statement of source and applica- 
tion of funds for the periods set forth in (b) below. 
These statements shall follow the general form of 
presentation set forth in Regualtion S-X with the 
following exceptions: 


(1) Balance sheets and income statements shall 
include only major captions (i.e., numbered cap- 
tions) set forth in Regulation S-X, with the ex- 
ception of Inventories where data as to raw ma- 
terials, work in process and finished goods shall 

be included, if applicable. Where any major bal- 
ance sheet caption is less than 10% of total assets, 
and the amount in the caption has not increased 
or decreased by more than 25% since the previous 
balance sheet presented, the caption may be com- 
bined with others. When any major income state- 
ment caption is less than 15% of average net in- 
come for the most recent three years and the 
amount in the caption has not increased or de- 
creased by more than 20% as compared to the next 
preceding comparable income statement, the cap- 
tion may be combined with others. In calculating 
average net income, loss years should be excluded. 
If losses were incurred in each of the most recent 















f this test. Notwithstanding these tests, Rule 3-02 
Regulation S-X applies and de minimis amounts 
therefore need not be hsown separately. 


(* years, the average loss shall be used for purposes 


(2) The statement of source and application of funds 
may be abbreviated, starting with a single figure of 

funds provided by operations and showing other sources 
and applications individually only when they exceed 
10% of the average of funds provided by operations 

for the most recent three years. Notwithstanding this 
test, Rule 3-02 of Regulation S-X applies and de min- 
imis amounts therefore need not be shown separately. 


(3) Rules 3-08 and 3-16 of Regulation S-X and other 
requirements which call for detailed footnote disclosure 
and schedules shall not apply. As with all information 
filed with the Commission, however, disclosures msut 

be adequate to make the information presented not mis- 
leading. 


Acompany in the promotional or development stage 
to which paragraph (b) of Rule 5A-01 of Article 5A 
of Regulation S-X is applicable shall furnish the in- 
formation specified in Rules 5A-02, 5A-03, 5A-04 
and 5A-06 of Regulation S-X in lieu of the above 
financial statement requirements. 


(b) (Existing paragraph deleted) (New rule) The 
condensed financial statements shall be provided 
a periods set forth below: 


1) The condensed income statement shall be pre- 
sented for the most recent fiscal quarter, for the 

period between the end of the last fiscal year and the 
end of the most recent fiscal quarter, and for correspond- 
ing periods of the preceding fiscal year. It also may be 
presented for the cumulative twelve month period end- 
ed during the most recent fiscal quarter and for the 
corresponding period of the preceding fiscal year. 


(2) The balance sheet shall be presented as of the end 
of the most recent fiscal quarter and for the end of the 
corresponding period of the preceding fiscal year. How- 
ever, balance sheets for dates prior to December 26, 
1975, are not required. 


(3) The statement of source and application of funds 
shall be presented for the period between the end of 

the last fiscal year and the end of the most recent fiscal 
quarter, and for the corresponding period of the preced- 
ing fiscal year. It also may be presented for the cumula- 
tive twelve month period ended during the most recent 
fiscal quarter and for the corresponding period of the 
preceding fiscal year. 


(c) (First sentence of existing paragraph is deleted.) 
For registrants engaged in the seasonal production and 
the seasonal sale of a single-crop agricultural commod- 
ity, the [summarized financial information may in- 
_,Clude information] income statement may be pre- 

ted for the twelve months ended with the current 
\interim quarter, with comparative data for the correspond- 
ing period of the preceding fiscal year in place of the 





current quarter and year-to-date information speci- 
fied by [(a)] (b)(1) above. 


(d) If, during the current period specified in [(a)] 
(b) above, the registrant or any of its consolidated 
subsidiaries, entered into a business combination 
treated for accounting purposes as a pooling of in- 
terests, the [results of operations reported herein—] 
interim financial statements for both the current 
year and the preceding year[—] shall reflect the 
combined results of the pooled businesses. Supple- 
mental disclosure of the separate results of the 
combined entities for periods prior to the combina- 
tion shall be given, with appropriate explanations. 


(e) in case the registrant has disposed of any sig- 
nificant portion of its business [or has acquired a 
significant amount of assets in a transaction treated 
for accounting purposes as a purchase,] during any 

of the periods covered by the report, the effect 
thereof on revenues and net income—total and per 
share—for all periods shall be disclosed. /n addi- 

tion, where a material business combination ac- 
counted for as a purchase has occurred during the 
current fiscal year, pro forma disclosure shall be 
made of the results of operations for the current 

year up to the date of the end of the most recent 
fiscal quarter (and for the comparable period in the 
preceding year) as though the companies had com- 
bined at the beginning of the period being report- 

ed on. This pro forma information should as a 
minimum show revenue, income before extraordinary 
items and the cumulative effect of accounting changes, 
such income on a per share basis and net income. 


(f) (Existing paragraph deleted) (New rule) The 
financial statements to be included in this report 
shall be prepared in conformity with the standards 
of accounting measurement set forth in Accounting 
Principles Board Opinion No. 28 and any amend- 
ments thereto adopted by the Financial Accounting 
Standards Board. In addition to meeting the report- 
ing requirements for accounting changes specified 
therein, the registrant shall state the date of any 
change and the reasons for making it. In addition, 
in the first Form 10-Q filed subsequent to the date 
of an accounting change, a letter from the regis- 
trant’s independent accountants shall be filed as an 
exhibit indicating whether or not the change is to 
an alternative principle which in his judgment is 
preferable under the circumstances; except that no 
letter from the accountant need be filed when the 
change is made in response to a standard adopted 
by the Financial Accounting Standards Board 
which requires such change. 


(g) (Existing paragraph deleted) (Formerly para- 
graph k) If appropriate, the [summary] income 
statement shall [be prepared to] show earnings 
per share and dividends per share applicable to 
common stock [Per share earnings and dividends 
declared for each period of the summary shall be 
included] and the basis of the earnings per share 
computation shail/ be stated together with the 
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number of shares used in the computation. The regis- 
trant shall file as an exhibit a statement setting forth 
in reasonable detail the computation of per share earn- 
ings, unless the computation is otherwise clearly set 
forth in the report. 


(h) and (i) (No change) 
(j) (Deleted) 
(k) (Now becomes (g).) 


1. (New rule) Management’s Analysis of Quarterly 
Income Statements. (Existing Instruction | becomes 
Instruction L) 


The registrant shall provide a narrative analysis of 

the results of operations explaining the reasons for 
material changes in the amount of revenue and expense 
items between the most recent quarter and the quar- 
ter immediately preceding it, between the most recent 
quarter and the same calendar quarter in the preceding 
year, and, if applicable, between the current year to 


date and the same calendar period in the preceding year. 


Explanations of material changes should include, but 
not be limited to, changes in the various elements 
which determine revenue and expense levels such as 
unit sales volume, prices charged and paid, production 
levels, production cost variances, labor costs and dis- 
cretionary spending programs. In addition, the analy- 
sis should include an explanation of the effect of any 
changes in accounting principles and practices or in 
the method of their application that have a material 
effect on net income as reported. 


J. (New rule) Other Financial Information. (Exist- 
ing Instruction J become Instruction N) 


The registrant may furnish any additional information 
related to the periods being reported on which, in the 
opinion of management, is of significance to investors, 
such as the seasonality of the company’s business, 
major uncertainties currently facing the company, 
significant accounting changes under consideration and 
the dollar amount of backlog of firm orders. In addi- 
tion, the registrant shall indicate whether any Form 
8-K was required to be filed reporting any material 
unusual charges or credits to income during the most 
recently completed fiscal quarter or whether any Form 
8-K was required to be filed during that period report- 
ing a change in independent accountants. 


K. (New rule) Review by Independent Public 
Accountant. 


The financial information included in this form need 
not be reviewed prior to filing by an independent 
public accountant. If, however, a review of the data 
is made in accordance with established professional 
standards and procedures for such a review, the re- 
gistrant may state that the independent accountant 
has performed such a review. If such a statement is 
made, the registrant shall indicate whether all adjust- 
ments or additional disclosures proposed by the in- 
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dependent accountant have been reflected in the 
data presented, and, if not why not. In addition, a 
letter from the registrant’s independent accountant 
confirming or otherwise commenting upon the regis- 
trant’s representations and making such other com- 
ments as the independent accountant deems appro- 
priate may be included as an exhibit to the form. 


L. Filing of Other Statements in Certain Cases. 
(Formerly Instruction 1) (No change) 


M. Sales of Unregistered Securities (Debt or Equity). 
(Formerly Part C) 


The information called for herein shall be given as to 
each “‘security” as defined in Section 2(1) of the Se- 
curities Act of 1933. If the information called for 
has been previously reported on another form, it may 
be incorporated by a specific reference to the pre- 
vious filing. 


Give the following information as to all securities of 
the registrant sold by the registrant during the fiscal 
quarter, which were not registered under the Securi- 
ties Act of 1933, in reliance upon an exemption 
from registration provided by Section 4(2) of that 
Act. Include sales of the registrant's reacquired 
securities as well as new issues, securities issued in 
exchange for property, services or other securities, 
and new securities resulting from the modification 
of outstanding securities: 


(1) Give the date of sale, and the title and amount 
of the registrant's securities sold; 


(2) Give the market price on the date of sale, if 
applicable; 


(3) Give the names of the brokers, underwriters or 
finders, if any. As to any securities sold but which 
were not the subject of a public offering, name the 
persons or identify the class of persons to whom the 
securities were sold; 


(4) As to securities sold for cash, state the aggregate 
offering price and the aggregate underwriting dis- 
counts, brokerage commissions, or finder’s fees. As 
to any securities sold otherwise than for cash, state 
the nature of the transaction and the nature and 
aggregate amount of consideration received by the 
registrant; 


(5) Indicate the section of the Act or rule of the 
Commission under which exemption from registration 
was claimed, and state briefly the facts relied upon 

to make the exemption available; and 


(6) State whether the securities have been legended 
and stop-transfer instructions given in connection 
therewith, and if not, state the reasons why not. 


N. Signature and Filing of Report. (Formerly In- 
struction J) 


at tt i i i a i 
























Eight copies of the report shall be filed with the Com- 
sission. At least one copy of the report shall be filed 
ith each exchange on which any class of securities 

of the registrant is listed and registered. At least one 
copy of the report filed with the Commission and one 
copy filed with each such exchange shall be manually 
signed on the registrant's behalf by a duly authorized 
officer of the registrant and by the principal financial 
officer or chief accounting officer of the registrant. 

Copies not manually signed shall bear typed or printed 

signatures. 


A. Summarized Financial Information 


(Existing Part A deleted) 


B. Capitalization and Stockholders’ Equity 


(Existing Part B deleted) 


C. Sales of Unregistered Securities (Debt or Equity) 


Part C becomes general Instruction M. 


SIGNATURES 


‘ursuant to the requirements of the Securities Ex- 

ange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the under- 
signed thereunto duly authorized. 





(Registrant) 


Date 





(Signature) * 


Date 





(Signature) * 


*Print name and title of the signing officer under his 
signature. 


These amendments are adopted pursuant to authority in 

Sections 6, 7, 8, 10 and 19(a) of the Securities Act of 

1933; Sections 12, 13, 15(d) and 23(a) of the Securities 

Exchange Act of 1934; and Sections 5(b), 14 and 20(a) 
(Pf the Public Utility Holding Company Act of 1935. 


The amendments of Rule 11A-01 of Regulation S-X, 


Exchange Act Rules 13a-13, 13a-15, 15d-13, 15d-15 
and Forms 7-Q and 10-0 will be effective for reports 
filed for periods beginning after December 25, 1975, 
but in no event shall comparative balance sheet data 
or source and application of funds data be required 
for interim periods beginning prior to December 25, 
1975. Rules 2-02(e) and 3-16(t) of Regulation S-X 
shall be applicable to financial statements for all 
fiscal periods beginning subsequent to December 25, 
1975, but in no event shall disclosure of quarterly 
data be required for quarters beginning prior to 

that date. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ See the report of the Trueblood Committee 
appointed by the American Institute of Certified 
Public Accountants to study the objectives of fi- 
nancial statements. 





SECURITIES ACT OF 1933 
Release No. 5612/September 10, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11642/September 10, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19163/September 10, 1975 


NOTICE OF PROPOSED AMENDMENTS TO FORM 
10-0 AND REGULATION S-X REGARDING IN- 
TERIM FINANCIAL REPORTING (S7-542) 


The Commission hereby proposes amendments to Rule 
2-02(e) of Regulation S-X and to Instruction K of Form 
10-0 which relate to certain requirements regarding in- 
terim financial reporting. Rule 2-02(e) and Instruction K 
were adopted this date in Accounting Series Release No. 
177. Reference is made to Accounting Series Release No. 
177 for a discussion of the nature and purpose of the 
proposed amendments. Conditions are also set forth in 
Accounting Series Release No. 177 under which the pro- 
posed amendments of Rule 2-02(e) may be withdrawn. 


These amendments were originally proposed in Securities 
Act Release No. 5579 dated April 17, 1975. Changes in 
those proposals are identified in this release. The text of 
the proposed amendments follows. 


I. Regulation S-X 


Rule 2-02(e) (The following is proposed to be added to 
this rule as adopted in Accounting Series Release No. 177. 
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Material to be added to that proposed in Release 33-5579 
is in italics or designated as new; material to be deleted is 
bracketed or designated as deleted.) 


(New) For purposes of this rule, “appropriate professional 
standards and procedures” is defined as the folfowing: 


(1) Obtain by inquiry an understanding of the internal 
accounting control concerning the flow of transactions 
through the accounting system and the manner of record- 
ing, classifying and summarizing transactions for the pur- 
pose of preparing interim financial statements. Identify 
any differences between the methods of accumulating 
and classifying data as well as supervisory review and ap- 
proval of data for interim and annual purposes and con- 
sider the effects, if any, of such differences upon quarter- 
ly information. 


(2) Make an analytical review of the interim financial 
data which underlies the financial data presented pursuant 
to Rule 3-16(t) by performing the following procedures: 


(i) Make a systematic comparison of the actual results for 
each interim period with anticipated results for that period, 
with the results ofr the immediately preceding interim 
period and with the results for the responding interim 
period in the previous fiscal year. Obtain explanations of 
any unusual changes. 


(ii) Identify the relationships between different compo- 
nents of the interim financial data for each interim period 
which, absent unusual transactions, could be expected to 
conform to a predictable pattern. Obtain explanations of 
material variations from this pattern. 


(iii) Compare significant adjusting entries at the end of 
each interim period with those at the current and prior 
year ends for consistency in the types of matters for 
which adjustments are made. 


(3) Make inquiries of officials who have responsibility for 
financial and accounting matters concerning the following: 


(i) The accounting treatment afforded [significant,] new 
or unusual transactions or events that are significant and 
that occurred within each interim period: 


(ii) The consistency of accounting principles applied in 
each interim period compared to prior periods and any 
changes in accounting principles or practices that occurred 
during each interim period under review. 


(iii) and (iv) (Deleted) 


(4) Consider whether the interim data presented appear to 
conform to the requirements of generally accepted account- 
ing principles, paying particular attention to any new pro- 
nouncements by authoritative bodies affecting financial 
reporting practices. 


(5) Read the minutes of meetings of shareholders, boards 
of directors and other appropriate corporate committees 
for matters that could relate to the interim results or dis- 
closure of financial information. 
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tion through the performance of any work relating to his 
examination of the registrant's annual financial statements “ 
that could affect the interim data presented or the related 
disclosure. 


(6) Consider all of the information that comes to his ns 


(7) (New) Inquire into any matters which come to his 
attention as a result of the foregoing procedures which 
cause him to have concern that the data presented in the 
interim financial statements may not be fairly presented 
in conformity with generally accepted accounting princi- 
ples and perform such additional procedures as are respon- 
sive to such concern. 


If, as a result of following these procedures, the independ- 
ent accountant concludes that the date included in the 
unaudited footnote [do not fairly present the information 
which they purport to show] are not a summarization of 
quarterly financial statements prepared in conformity with 
generally accepted accounting principles, he should so 
state in a separate paragraph of his report. 


il. Form 10-0 


(The following is proposed to be added to Instruction K 

as adopted in Accounting Series Release No. 177. Material 
to be added to that proposed in Release 33-5579 is in italics 
or designated as new; material to be deleted is bracketed or 
designated as deleted.) 


standards and procedures” are set forth below. These pro- 
cedures will be carried out by the accountant at the prin- 
cipal office of the registrant and at such branch offices 
and subsidiaries as he considers necessary in the circum- 
stances. These procedures will be applicable only if the in- 
dependent accountant performing the review had been 
the auditor attesting to the most recent audited financial 
statements of the company. Additional procedures would 
be required if the independent accountant had no such 
prior association. 


(New) For purposes of this rule, “established professional y 


(1) Obtain by inquiry an understanding of the internal 
accounting control concerning the flow of transactions 
through the accounting system and the manner of record- 
ing, classifying and summarizing transactions for the pur- 
pose of preparing interim financial statements. Identify 
any differences between the methods of accumulating 
and classifying data as well as supervisory review and 
approval of data for interim and annual purposes and con- 
sider the effects, if any, of such differences upon quarter- 
ly information. 


(2) Make an analytical review of [the] interim financail 
[data] information [which underlies the financial state- 
ments] presented pursuant to this instruction by perform- 
ing the following procedures: 


(i) Make a systematic comparison of the actual results 





with anticipated results for the current period, with the 
results for the immediately preceding interim period and 
with the results for the corresponding interim period in 
the previous fiscal year. Obtain explanations of any un- 
usual changes. 
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ij) Identify the relationships between different compon- 
nts of the interim financial data which, absent unusual 
transactions, could be expected to conform to a predic- 
table pattern. Obtain explanations of material variations 
from this pattern. 


(iii) Compare significant adjusting entries at the end of 
the interim period with those at the prior year end for 
consistency in the types of matters for which adjustments 
are made. 


(3) Make inquiries of officials who have responsibility for 
financial and accounting matters concerning the following: 


(i) The accounting treatment afforded [significant,] new 
or unusual transactions or events that are significant and 
that occurred within the period; 


(ii) The consistency of accounting principles applied in 
the period compared to prior periods and any changes in 
accounting principles or practices that occurred during the 
period under review; 


(iii) The current status of significant items that were pre- 
viously accounted for on the basis of tentative, preliminary 
or inconclusive data; and 


(iv) Any events subsequent to the date of the interim fi- 
nancial statements which may have [an] a material effect 
on the data included in those statements. 


A) Read the interim financial statements to determine 
whether the accounting reflected therein appear to con- 
form[s] with the requirements of generally accepted 
accounting principles, paying particular attention to any 
new pronouncements by authoritative bodies affecting 
financial reporting practices. 


(5) Read the minutes of meetings of shareholders, boards 
of directors and other appropriate corporate committees 
for matters that could relate to the interim results or dis- 
closure of financial information. 


(6) /f the annual examination for the current year has be- 
gun, consider all of the information that comes to his 
attention during the course of his examination that could 
have an impact on interim financial data presented or on 
the related disclosures. 


(7) (New) Inquire into any matters which come to his 
attention as a result of the foregoing procedures which 
causes him to have concern that the data presented in the 
interim financial statements may not be fairly presented in 
conformity with generally accepted accounting principles 
and perform such additional procedures as are responsive 
to such concern. 





These amendments are proposed to be adopted pursuant 


, gato authority in Sections 6, 7, 8, 10 and 19(a) of the Securi- 





pies Act of 1933; Sections 12, 13, 15(d) and 23(a) of the 
rities Exchange Act of 1934; and Sections 5(b)14 and 
20(a) of the Public Utility Holding Company Act of 1935. 


All interested persons are invited to submit written com- 
ments on the proposals on or before November 15, 1975. 
The communications should be addressed to the Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549, and should be referenced to File No. $7-542. All 
comments will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5613/September 11, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11645/September 11, 1975 


NOTICE OF: 


(1) ADOPTION OF AMENDMENTS TO PARAGRAPH 
(e)(1)(A) of RULE 144 UNDER THE SECURITIES ACT 
OF 1933 RELATING TO LIMITATIONS ON THE 
AMOUNT OF SECURITIES WHICH MAY BE SOLD 
UNDER THE RULE; 


(2) PROPOSAL TO AMEND PARAGRAPHS (e)(1)(A)- 
(B) OF RULE 144 UNDER THE SECURITIES ACT OF 
1933 RELATING TO LIMITATIONS ON THE AMOUNT 
OF SECURITIES WHICH MAY BE SOLD UNDER THE 
RULE; 


(3) PROPOSAL TO AMEND RULES AS TO USE OF 
FORMS S-7 AND S-16 UNDER THE SECURITIES ACT 
OF 1933; 


(4) PROPOSAL TO AMEND FORMS 10-K, 12-K, AND 
10-0 UNDER THE SECURITIES EXCHANGE ACT OF 
1934 TO REQUIRE ASTATEMENT OF OUTSTANDING 
SHARES AND, IN THE CASE OF FORM 12-K, TO RE- 
QUIRE A STATEMENT AS TO COMPLIANCE WITH 
THE FILING REQUIREMENTS OF THAT ACT 

(File No. S7-584) 

(Comment Period Expires November 20, 1975) 


The Securities and Exchange Commission announced to- 
day it had adopted an amendment to paragraph (e)(1) of 
Rule 144 under the Securities Act of 1933 ("1933 Act”) 
and had published for comment proposed amendments 

to that paragraph, to the Rule as to Use of Forms S-7 (and 
therefore S-16) and to facing sheets of Forms 10-K, 12-K, 
and 10-O under the Securities Exchange Act of 1934 
(“1934 Act”). 


Rule 144 relates to the resale of securities acquired directly 
or indirectly from an issuer in transactions not involving any 
public offering and to the sale of securities held by persons 
in a control relationship with an issuer. The adopted and 
proposed amendments to paragraphs (e)(1)(A) and (e)(1) 
(B) deal with the use of figures for trading volume on the 
National Association of Securities Dealers Automated Quo- 
tations System (“NASDAQ”) in determining the volume 
limitations on sales made under the Rule. 
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Form S-7 and Form S-16 are registration forms under the 
1933 Act which may be used for the distribution of securi- 
ties of issuers which have filed periodic reports under the 
1934 Act for three or more years and which meet certain 
other qualifications. The proposed amendments to the Rule 
as to the Use of Form S-7 would relax the qualifications re- 
lating to net income, lack of default and dividends. 


Forms 10-K, 12-K, and 10-Q are periodic reporting forms 
under the 1934 Act. The proposed amendments are design- 
ed to aid persons seeking to make sales under Rule 144 in 
determining (a) whether an issuer is in compliance with the 
periodic reporting requirements under the 1934 Act, and 
(b) the number of issuer’s outstanding securities in each 
class. 


RULE 144(e) 


The Commission stated in 1972, in its release announcing 
the adoption of Rule 144 that: 


Should reliable volume figures become publicly avail- 
able through the automated quotation service of NASD, 
Inc. (NASDAG), the Commission will consider amend- 
ing the rule relating to over-the-counter companies to 
base the amount of securities which may be sold on 
such volume, as in the case of securities listed on ex- 
changes. 


The Commission believes that experience with NASDAQ 
has shown NASDAQ volume figures to be reliable enough 
to justify amendments to the Rule to incorporate the 
NASDAO volume figures into the volume limitations pro- 
visions of the Rule. 


The amendments to paragraph (e)(1)(A) of Rule 144 adopt- 
ed today would allow aggregation of volume on both ex- 
changes and NASDAQO for those securities listed on an ex- 
change and quoted on NASDAO. Thus, a limited number 
of NASDAQO issuers whose securities are listed on a national 
securities exchange would be permitted to aggregate NAS- 
DAOQ volume figures with national securities exchange 
volume figures in determining the average weekly trading 
volume figure. This would in all cases represent a relaxation 
of the volume limitations for those NASDAQ issuers whose 
securities are listed on a national securities exchange. 


The Commission is also proposing for comment an amend- 
ment to the volume limitation provisions of the Rule which 
would affect a second type of NASDAQ issuer, an issuer 
whose securities are not listed on a national securities ex- 
change. Currently the volume limitation for such issuers is 
determined with reference to paragraph (e)(1)(B) of the 
Rule which limits the sales to “one percent of the shares or 
other units of the class outstanding ..."” The Commission be- 
lieves that NASDAO volume figures should be used as an al- 
ternative to the one percent of outstanding provisions. 


Under the amendment proposed today the volume limita- 
tion figure for non exchange-listed NASDAO securities 
would be the lesser of the average weekly trading volume 
for the previous four calendar weeks on NASDAO or one 
percent of the outstanding. For a number of NASDAQ 
issuers this may represent a reduction in the number of se- 
curities which may be sold under the Rule. The Commis- 
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mission is proposing the amendment in the belief that the 
NASDAO volume figures will more adequately relate the 
volume limitation provision of the Rule to the realities of 
the trading market in securities. This correlation between 
the volume limitation provision and the actual trading mar- 
ket impact of sales is in line with the Commission’s state- 

ment in the preliminary note to the Rule that “the impact 
of the particular transaction or transactions on the trading 
markets” is a factor” which must be considered in deter- 

mining what is deemed not to constitute a ‘distribution’...” 


FORMS S-7 AND S-16 


The Commission in its release adopting Form S-7 in 1967 
stated that it viewed the Form as being “‘in the nature of an 
experiment” and stated a willingness to “change the condi- 
tions for use (of the Form) should (the Commission’s) ex- 
perience indicate that such action is necessary or desirable 
in the public interest or for the protection of investors.” 2/ 
The Commission made a similar statement in its 1970 re- 
lease announcing adoption of Form S-16 which incorpor- 
ates the Rules as to Use of Form S-7 in its own Rules as to 
Use. 3/ 


The Wheat Report noted in 1969 that in adopting Form 
S-7 “The Commission acted on the theory that for the class 
of companies eligible to use the new form adequate disclo- 
sures (of background information) could be assumed to 
have been made in reports and proxy statements filed over 
the years pursuant to the ‘34 Act.” 4/ The number of years 
an issuer seeking to use Form S-7 was required to have been 
a 1934 Act reporting company was originally five years. 
This requirement was reduced to three years in 1970. 5/ 
The Commission continues to believe that this three year 
requirement.is the minimum number of years necessary be- 
fore the assumption that adequate disclosures have been 
made through the 1934 Act reports can reasonably be used 
to justify a modified 1933 Act registration statement like 
S-7 and S-16. 


The Commission is proposing, however, to amend certain of 
the standards with respect to net income, default and divi- 
dends to permit a larger number of 1934 Act issuers to use 
the two short forms. Under the proposed amendment of the 
Rule as to Use of Form S-7 the number of years an issuer 
would be required to have had net income, after taxes, but 
before extraordinary items net of taxes, would be reduced 
from five years to three years. The minimum level of this 
net income under the proposed amendments would be re- 
duced from $500, each year to $250,000. The proposed 
amendments would also reduce from ten years to three years 
the number of years that the issuer and its subsidiaries 
would be required not to have defaulted in the payment of 
any dividend or sinking fund installment on preferred stock, 
or in the payment of any principal, interest or sinking fund 
installment on any indebtedness for borrowed money, or 

in the payment of rentals under long term leases. Finally, 
the proposed amendments would delete the existing require- 
ment that if the securities to be registered are common 
stock or securities convertible into common stock, the re- 
gistrant must have earned any dividends in each of the last 
five fiscal years. 


Since the Rule as to Use of Form S-7 is incorporated 
into the Rule as to Use of Form S-16 it isn’t neces- 
sary to amend Form S-16. It should be noted that 












































Form S-16 also requires that for a secondary offering, the 
ass of securities be either listed on a national stock ex- 
ange or quoted on the automated quotation system of 
national securities association. Comment is specifically 
invited on whether this requirement should also be modi- 
fied. 


The Commission believes that the S-7 and S-16 qualification 
standards relating to net income, default and dividends can 
be reduced without compromising the protection of invest- 
ors. Further, the Commission believes that the public inter- 
est would be served by increasing the number of issuers 
whose securities may be distributed by means of the short- 
er, less expensive, Forms. Finally, the Commission views 
these proposals as another step in its efforts to integrate 

the systems of disclosure mandated under the 1933 and 
1934 Acts. 


FORMS 10-K, 12-K AND 10-0 


Persons seeking to make sales under Rule 144 must deter- 
mine whether an issuer is in compliance with the reporting 
requirements of the 1934 Act. Such persons must also de- 
termine the percentage of the issuer’s outstanding securi- 
ties they are proposing to sell in order to compute the 
proper volume limitation under the Rule. 


In 1974 the Commission amended the facing sheets to 
Forms 10-K and 10-O to require that the issuer indicate 
by a checkmark whether it was in compliance with the 
reporting requirements of the 1934 Act. The Commis- 


nt to Form 12-K, the annual report form for issuers 

ich file annual reports with certain other federal govern- 
ment agencies. In addition, the proposed amendments 
would require that the facing sheets of Forms 10-K, 12-K 
and 10-0 contain a statement by the issuer indicating the 
number of outstanding shares of each class of its securities. 


ge: proposed amendments would add a similar require- 


Implementation of Proposed Amendments 


The proposed amendments to the Rule for Use of Form 
$7 represent a relaxation of the requirements for use of 
that Form and Form S-16. The Commission and the staff 
will not object if Form S-7 or S-16 is used to register se- 
curities of an issuer that meets the proposed requirements 
as to use of those forms. 


The Commission hereby adopts and proposes amendments 
to Rule 144 for comment pursuant to the 1933 Act, par- 
ticularly Sections 2(11), 4(1), 4(2), 4(4) and 19(a) thereof, 
proposes amendments to Forms S-7 and S-16 for comment 
pursuant to the 1933 Act, particularly Sections 6, 7, 10 
and 19(a) thereof, and proposes amendments to Forms 
10-K, 12-K and 10-O for comment pursuant to the 1934 
Act, particularly Sections 13, 15(d) and 23(a) thereof. All 
interested persons are invited to submit their views and com- 
ments on these proposals to amend Rule 144 and Forms 
S$-7, S-16, 10-K, 12-K and 10-O in writing to George A. 
Fitzsimmons, Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549, on or before November 20, 
1975. Such communications should refer to File No. $7- 

. Ali such communications will be made available for 
blic inspection. 





The text of amended paragraph (e)(1)(A) of Rule 144 and 
of the proposals is attached. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Act Release No. 5223 (April 12, 1972). 
2/ Securities Act Release No. 4886 (November 29, 1967). 
3/ Securities Act Release No. 5117 (December 20, 1970). 


4/ Disclosure to Investors: A Reappraisal of Federal Ad- 
ministrative Policies Under ‘33 and ‘34 Acts (“The Wheat 
Report’) 74-75 (1969). 


5/ Securities Act Release No. 5100 (November 12, 1970). 
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Adopted Amendments to Rule 144 


The text of the adopted amendments to Rule 144 (with 
changes in the text in italics) reads as follows: 


Rule 144. Persons Deemed Not to Be Engaged in a Dis- 
tribution and Therefore not Underwriters. 


* . * 


(e) Limitation on Amount of Securities Sold. Except as 
hereinafter provided, the amount of securities which may 
be sold in reliance upon this rule shall be determined as 
follows: 


(1) Sales by Affiliates. \f restricted or other securities are 
sold for the account of an affiliate of the issuer, the amount 
of securities sold, together with all sales of restricted and 
other securities of the same class for the account of such 
person within the preceding six months, shall not exceed 
the following: 


(A) If the securities are admitted to trading on a national 
securities exchange or are quoted on the automated quota- 
tion system of a registered securities association as well 

as traded on a national securities exchange, the \esser of 
(1) one percent of the shares or other units of the class 
outstanding as shown by the most recent report or state- 
ment published by the issuer, or (2) the average weekly re- 
ported volume of trading in such securities on all securi- 
ties exchanges and reported through such automated quo- 
iation system during the four calendar weeks preceding 
the filing of notice required by Paragraph (h), or if no 
such notice is required the receipt of the order to execute 
the transaction by the broker; or 


(B) [No Change] 
Proposed Amendments to Rule 144 


The text of the proposed amendments to Rule 144 (with 
changes in the text in italics) reads as follows: 


Rule 144. Persons Deemed Not to Be Engaged in a Dis- 
tribution and Therefore Not Underwriters. 





SEC DOCKET/829 





* * # 


(e) Limitation on Amount of Securities Sold. Except as 
hereinafter provided, the amount of securities which may 
be sold in reliance upon this rule shall be determined as 
follows: 


(1) Sales by Affiliates. \f restricted or other securities are 
sold for the account of an affiliate of the issuer, the 
amount of securities sold, together with all sales of restric- 
ted and other securities of the same class for the account 
of such person within the preceding six months, shall not 
exceed the following: 


(A) If the securities are admitted to trading on a national 
securities exchange or are quoted on the automated quota- 
tion system of a registered securities association, as-well-as 
traded-on-a-nationatseeurittes- exchange or both, the lesser 
of (1) one percent of the shares or other units of the class 
outstanding as shown by the most recent report or state- 
ment published by the issuer, or (2) the average weekly re- 
ported volume of trading in such securities on all securi- 
ties exchanges and reported through such automated quo- 
tation system during the four calendar weeks preceding 
the filing of notice required by Paragraph (h), or if no such 
notice is required the receipt of the order to execute the 
transaction by the broker; or 


(B) If the securities are not traded on a national securities 
exchange and are not quoted on the automated quotation 
system of a registered securities association, one percent of 
the shares or other units of the class outstanding as shown 
by the most recent report or statement published by the 
issuer. 


= * - 


Proposed Amendments to Form S-7 


The text of the proposed amendments to the Rule as to Use 
of Form S-7 (with changes in the text in italics) reads as 
follows: 


Form S-7, for registration under the Securities Act of 1933 
of securities of certain issuers to be offered for cash. 


A. Rule as to Use of Form S-7. 


Any registrant which meets the following conditions may 
use this form for registration under the Securities Act of 
1933 of any securities which are offered for cash by or on 
behalf of the registrant or any other person, in a rights 
offering or otherwise: 


(a) - (c) [no change] 


(d) The registrant and its subsidiaries have not during the 
past three years defaulted in the payment of any dividend 
or sinking fund installment on preferred stock, or in the 
payment of any principal, interest or sinking fund install- 
ment on any indebtedness or borrowed money, or in the 
payment of rentals under long term leases. 


(e) The registrant and its consolidated subsidiaries had a 

net income, after taxes but before extraordinary items net 
of tax effect, of at least $250,000 for each of the last three 
fiscal years. 
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(f) 1#-the-seeurties-te be-registered-are commen steck 
or securities eonvertible-inte commen-stoek,- the regis- 
trant-earned-in-each-of-the-tast-fiseat-years-any-dividend- 
tnetedtng the fat: market -value-of-anysteck-dividends 
patd+m-eack sueh-year-or alt-etasses-of seeurities--Hf-the 
registrant paid a-steek-dividend+n-any- of suieh-fiseat 
years;-the-aggregate ameunt- transferred from-additional 
eapttal-to-capital-in-respeet-of eaek streh dividend-was- 
eharged-enty-te retained-earnings-aceoumt-and-was equat 
te the aggregate -fatt-market-value--ef the steek+ssued-as 
such-dividerd. 


Form S-16 


The Rule as to Use of Form S-16 incorporates by reference 
the requirements for use of Form S-7. Accordingly, any 
amendment to the Rule as to Use of Form S-7 would be in- 
corporated in the Rule as to Use of Form S-16 without 
specific amendment to the S-16 Rule. 


* * . 
Proposed Amendment to Form 12-K 


Form 12-K would be amended to require the inclusion of 
the following on the facing sheet of the Form: 


Indicate by check mark whether the registrant (1) has filed 
all reports required to be filed by Sections 13 or 15(d) of 
the Securities Exchange Act of 1934 during the preceding 


was required to file such reports), and (2) has been subje 
to such filing requirements for the past 90 days. 


12 months (or for such shorter period that the rene 


* #* * 


Proposed Amendment to Forms 10-K, 12-K and 10-0 


Forms 10-K, 12-K and 10-O would be amended to require 
the inclusion of the following on the facing sheets of the 
Forms: 


Indicate the number of shares or other units outstanding of 
each of the issuer’s classes of securities. 


* * * 








SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11634/September 5, 1975 


The Commission has announced the entry of an order for 

public administrative proceedings against Edmond L. Brown 
(“Brown”) and Orville G. Allen (“Allen”), former officers 
and directors of Brown, Allen, Rose & Company, a former 
Dalias, Texas, broker-dealer, for violating and aiding and 

abetting violations of the antifraud provisions of the Secu 
ities Exchange Act of 1934, in connection with the offer 
and sale of common stock of Wellman Industries, Inc. 
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A hearing will be scheduled by further order to take 


ts an opportunity to offer any defense thereto for the 
purpose of determining whether the allegations are true, 
and, if so, what, if any, action of a remedial nature should 
be ordered by the Commission. 


[oe on the staff allegations and to afford the respond- 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11635/September 5, 1975 


ANNOUNCEMENT OF APPOINTMENT OF MEMBERS 
OF THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


The Securities and Exchange Commission today 
announced the appointment of the members of the 
Municipal Securities Rulemaking Board (the “‘Board”’), 
in accordance with the provisions of Section 15B(b)(1) 
of the Securities Exchange Act of 1934 (the ““Act’’), 
as set forth in the Securities Acts Amendments of 1975 
(the “1975 Amendments”). Section 15B(b)(1) provides 
that the Board shall consist of 15 members: five indi- 
viduals who are not associated with any broker, dealer, 
or municipal securities dealer (“public members’), as 
defined in Sections 3(a)(18) and 3(a)(32) of the Act 
(at least one of whom shall be representative of in- 
vestors in municipal securities, and at least one of 
whom shall be representative of issuers of municipal 
securities); five individuals who are associated with, 
and representative of, municipal securities brokers and 
(Jronicina securities dealers which are not banks or sub- 
sidiaries, departments or divisions of banks (“broker- 
dealer members”); and five individuals who are asso- 
ciated with and representative of municipal securities 
dealers which are banks or subsidiaries, departments 
or divisions of banks (“bank members”’). 


The 1975 Amendments grant the Board broad rule- 
making authority. The Board will have primary re- 
sponsibility for formulating rules regulating the ac- 
tivities of municipal securities brokers (as defined 

in Section 3(a)(31) of the Act) and municipal securi- 
ties dealers (as defined in Section 3(a)(30) of the 
Act), including banks and subsidiaries, departments 
and divisions of banks which act as dealers in muni- 
cipal securities. The Board’s rulemaking authority 
includes, but is not limited to, the power to: define 
and establish means of preventing fraudulent and 
manipulative acts and practices; promote just and 
equitable principles of trade; establish professional 
qualifications for municipal securities dealers; regu- 
late selling and underwriting practices; determine 

the minimum scope and frequency of inspection of 
municipal securities brokers and dealers by the appro- 
priate regulatory agency, as defined in Section 3(a)(34) 
of the Act; establish fair procedures for the nomina- 
tion and election of future members of the Board; 
and define the relationship between a municipal se- 
curities professional’s investment activities and its 
underwriting and dealing activities. Any rule pro- 
posed by the Board will be filed with the Commis- 
sion, which is then required either to approve such 
Proposed rule or institute proceedings to determine 
whether the proposed rule should be disapproved. 


Following are the names and a brief description of the 
background of the individuals selected by the Commission 
to serve as the initial members of the Board, each for a 
two-year terri: 


Public Members 


Mr. Harlan E. Boyles, Deputy Treasurer of North Carolina, 
Raleigh, North Carolina. Mr. Boyles has served as Deputy 
Treasurer since 1964 and has also served as Secretary to 
the State Local Government Commission. 


Mr. Roswell C. Dikeman, Partner specializing in municipal 
bonds, in the law firm of Sykes, Galloway & Dikeman. He 
also served as Associate Counsel for the New York State 
Department of Audit and Control. 


Mr. Harry B. Gilmore, Jr., consultant on domestic invest- 
ment policy for the New Hampshire Insurance Company, 
Manchester, New Hampshire. He previously served as a 
Director and Vice President for Finance of the American 
International Group, an insurance holding company. 


Mr. Lennox L. Moak, Director of Finance for the City of 
Philadelphia, Pennsylvania. He has served as a consultant 
for municipal finance matters to various American cities 
and served as Executive Director, Bureau of Governmental 
Research for New Orleans. He is the author of several 
books on government budgeting and debt and has lectured 
in Public Finance at the Wharton School of Finance. 


Mr. Richard R. West, Dean of the College of Business and 
Professor of Finance at the University of Oregon, Eugene, 
Oregon. He received degrees from the University of Chica- 
go and Yale University and has published numerous 
articles and held various teaching and consulting respon- 
sibilities dealing with economic and securities market 
problems. 


Broker-Dealer Members 


Mr. Gedale B. Horowitz, Partner in Charge of Municipal 
Bond Department, Salomon Brothers, New York, New 
York. He is the Chairman of the Securities Industry Asso- 
ciation’s Municipal Federal Legislation Committee. 


Mr. Thomas W. Masterson, Senior Vice President and 
Director of Underwood Neuhaus & Company, Inc., Hous- 
ton, Texas. He is the Chairman of the Municpal Advisory 
Council of Texas and is National Chairman of the Munici- 
pal Securities Committee of the Securities Industry Asso- 
ciation. 


Mr. William J. Rex, Executive Vice President and Director 
of Foster & Marshall, Inc., Seattle, Washington. Prior to 
this position, he served in the Seattle Offices of John Nu- 
veen & Co., Inc., and Merrill Lynch, Pierce, Fenner and 
Smith, Inc. 


Mr. George Rinker, Jr., Executive Vice President and Direc- 
tor, The Ohio Company, Columbus, Ohio. He is a member 
of the Board of Governors of the National Association of 
Securities Dealers and serves as Chairman of its National 
Business Conduct Committee. 
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Mr. Wallach O. Sellers, Vice President and Director of 
Merrill Lynch, Pierce, Fenner & Smith, Inc., New York, 
New York. He has served in the firm’s municipal depart- 
ment since 1957 and presently is the Director of the 
Municipal and Corporate Bond Division. 


Bank Members 


Mr. Richard F. Kezer, Senior Vice President and head of 
Money Market Division, First National City Bank, New 
York, New York. He was previously the head of the bank’s 
Municipal Underwriting Department. 


Mr. Bert C. Madden, Senior Vice President and Manager, 
Investment Banking Division, Trust Company Bank, At- 
lanta, Georgia. He has served as Assistant Vice President 
of the Municipal Bond Department of Chase Manhattan 
Bank and as an instructor at the Georgia Banking School 
and the Stonier Graduate School of Banking. 


Mr. Frank K. Spinner, Senior Vice President and Manager 
of Bond Department, First National Bank in St. Louis, 
St. Louis, Missouri. He has been with the bank for over 
25 years and has been in the Bond Department since it 
was formed 13 years ago. 


Mr. David G. Taylor, Executive Vice President, Continental 
iMinois National Bank and Trust Company of Chicago. He 
is in charge of the bank’s Bond Department and is also 
associated with the bank’s Bond and Money Market Ser- 
vices Department. 


Mr. John R. Veila, Vice President, Investment Banking 
Group of the Bank of America NT & SA, San Francisco, 
California. Previously he served as Vice President and Head 
of the Municipal Securities Department and also served in 
the Bank’s Municipal Bond Dealer and Municipal Trading 
Departments. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11636/September 8, 1975 


Admin. Proc. File No. 3-3715 
In the Matter of 

SMITH JACKSON & CO., INC. 
17 Battery Place North 

New York, New York 
(8-13314) 

STEPHEN S. SMITH 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 
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In this broker-dealer proceeding under the Securities Ex- 
change Act, Smith Jackson & Co., Inc., (““registrant’’), a 
registered broker-dealer and Stephen S. Smith its presi- 
dent have made an offer of settlement which the Commis- 
sion has determined to accept. Solely for the purpose of 
this. proceeding and any other proceeding pursuant to 
specified sections of the Exchange, Securities, Investment 
Advisers and Securities Investor Protection Acts and with- 
out admitting or denying the allegations in the order for 
proceedings respondents consent to the findings and sanc- 
tions set forth below. 





On the basis of the order for proceedings and the offer of 
settlement, it is found that during the period, from about 
January 1, 1968 to May 31, 1969, a salesman subject to 
the supervision of respondents established and permitted 
other persons (with whom-he had reciprocal arrangements) 
to establish, nominee accounts with registrant in order to 
purchase and sell for their own benefit shares in new issues 
of securities intended for distribution to the public. They 
also concealed their beneficial interest in such transactions. 
The salesman thereby violated Section 17(a) of the Securi- 
ties Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder, and willfully aided and abetted registrant's 
willful violations of Section 17(a) of the Exchange Act 
and Rule 17a-3 thereunder. Respondents failed to exercise 
reasonable supervision over the salesman as required by 
Section 15(b)(5)(E) of the Exchange Act with a view to 
preventing these violations. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 4 ; 
Accordingly, IT 1S ORDERED that the registration of 
Smith, Jackson & Co., Inc., as a broker and dealer be, 
and it hereby is, revoked; and it is further 


ORDERED that Stephen S. Smith be, and he hereby is, 
suspended from association with any broker, dealer, or 
registered investment company for eight months; and 
it is further 


ORDERED that after the expiration of the aforementioned 
eight-month period the said Stephen S. Smith be, and he 
hereby is, barred from any such association in a supervisory 
or proprietary capacity; and it is further 


ORDERED that after the expiration of the aforementioned 
eight month period the said Stephen S. Smith be, and he 
hereby is, barred from any non-proprietary association with 
any broker or dealer unless he: 


(A) First applies to the staff of the Commission for per- 
mission to become so associated; and 


(B) Supports such application by a showing of adequate 
supervision satisfactory to the Commission’s staff. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 


Admin. Proc. File No. 3-4717 
In the Matter of 


M. H. DECKARD & COMPANY 
Tustin, California 
(8-13707) 


MARION H. DECKARD 
RALPH D. CALVIN 


ORDER INSTITUTING PROCEEDINGS; FINDINGS 
AND ORDER IMPOSING REMEDIAL SANCTIONS 


On September 9, 1975, the Commission filed a civil 
injunctive action against seven defendants in the United 
States District Court for the District of Columbia entitled 
Securities and Exchange Commission v. Lexton-Ancira 
Incorporated, et al. (D.D.C. 75-1466). 1/ The Commis- 
sion’s complaint alleged various violations of the antifraud 
provisions of the Federal securities laws in connection with 
the offer and sale of real estate limited partnership inter- 
ests. 


The Commission’s complaint alleged, inter alia, that Lex- 
ton-Ancira Incorporated (““Lexton”) filed registration 
statements with the Commission between 1971 and 1974 
for six public offerings of real estate limited partnership 

(/ pterests. These offerings were underwritten or distributed 

M. H. Deckard and Company (“Deckard”), a broker- 

dealer registered with the Commission pursuant to Section 
15(b) of the Securities Exchange Act of 1934 (““Exchange 
Act”). In connection with the offer, sale and distribution 
of these limited partnership interests, the complaint alleged 
that Lexton included false and misleading statements in 
said registration statements and in other documents, re- 
ports and communications disseminated to investors, 
potential investors and broker-dealers. 


The allegations in the complaint related to Deckard, its 
former President and Chairman of the Board, Marion H. 
Deckard, and its former Assistant Vice-President, Ralph 
D. Calvin (“Calvin”) in that the registration statements 
were false and misleading concerning the payment of un- 
disclosed sales commissions to Deckard through its affili- 
ate, Wespac Realty Corporation, as remuneration for the 
sale and distribution to the public of Lexton’s limited 
partnership interests. The compalint further alleged that 
the individual Respondents participated, directly or indi- 
rectly, in negotiating the undisclosed sales commission 
arrangements and in the preparation, review and in the 
preparation, review and dissemination to the public of 
certain of the false registration statements. 


Each of the defendants, without admitting or denying the 
allegations in the complaint, simultaneously consented to 
the entry of permanent injunctions. 


Prerce of the permanent injunctions and upon the recom- 


ndation of its staff, the Commission feels that it is ap- 
propriate to institute public administrative proceedings 
against Deckard, Marion H. Deckard and Calvin pursuant 





to Sections 15(b), 15A and 19(h) of the Exchange Act. 


In connection therewith, Respondents have submitted 
offers of settlement, whereby, without admitting or deny- 
ing the Commission’s findings in this order for proceed- 
ings, they consent to the institution of proceedings, cer- 
tain findings, and an order imposing remedial sanctions. 
After due consideration, the Commission has determined 
to accept the offers of settlement. 


Accordingly, 1T 1S ORDERED that public administrative 
proceedings pursuant to Sections 15(b), 15A and 19(h) 
of the Exchange Act be, and they hereby are, instituted 
against the Respondents. 


The Commission finds that on September 9, 1975, final 
judgments of permanent injunction were entered by con- 
sent against Deckard, Marion H. Deckard and Calvin in 
the United States District Court for the District of Colum- 
bia in the matter of Securities and Exchange Commission 
v. Lexton-Ancira Incorporated, et al., enjoining the afore- 
said defendants from violating Section 17(a) of the Securi- 
ties Act of 1933, Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. 


IT IS FURTHER ORDERED that, pursuant to the terms 
of an offer of settlement by Deckard and Marion H. 
Deckard and a separate offer of settlement by Calvin, 
the following remedial sanctions be imposed: 


1. Deckard shall be, and it hereby is, suspended for a 
period of sixty days beginning from entry of the Com- 
mission’s Order from offering or selling securities of real 
estate limited partnerships. However, during such sixty- 
day period Deckard may offer and sell interests in such 
offerings other than as an underwriter, provided that all 
revenues received from such activity (less the firm's nor- 
mal compensation to its salesman) and all net profits earn- 
ed during such sixty-day period from any source shall be 
paid into a separate account for donation at the end of 
such suspension according to a plan approved by the Di- 
vision of Enforcement; 


2. Within sixty days from date of the Commission’s 
Order, Deckard shall adopt revised procedures to ensure 
that it will not receive excessive underwriting or sales 
compensation and further to ensure that appropriate 
disclosure of all underwriting and sales compensation is 
made, and shall report to the Commission on the details 
of its review and any improvements made; 


3. Marion H. Deckard shall be, and he hereby is, suspend- 
ed from association with any broker or dealer for a period 
of sixty days beginning from entry of the Commission’s 
Order; 


4. Marion H. Deckard shall designate and appoint outside 
counsel for either Wespac Financial Corporation or Deck- 
ard as independent voting agent for his equity holdings in 
Wespac Financial Corporation during said sixty days sus- 
pension, and shall instruct the appropriate corporate offi- 
cer that no dividends of any kind shall enure for the bene- 
fit of or be paid on such stock during said sixty-day period; 


5. Calvin shall be, and he hereby is, suspended from 
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association with any broker or dealer for a period of 
twenty business days beginning from entry of the Com- 
mission’s Order. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ See SEC Litigation Release No. 7077. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11638/September 8, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act”) the temporary suspension of over- 
the-counter trading in the securities of First Mortgage In- 
vestors (“FMI”), a real estate investment trust organized 
in 1961 as an unincorporated voluntary association under 
the laws of the Commonwealth of Massachusetts. FMI’s 
principal executive offices are located in Miami Beach, 
Florida. The suspension of trading is in effect for a single 
ten-day period commencing at 9 a.m. (EDT) on Septem- 
ber 8, 1975, and terminating at midnight (EDT) on Sep- 
tember 17, 1975. 


The Commission initiated the trading suspension in order 
to permit orderly dissemination to the public of informa- 
tion concerning the Commission’s enforcement action 
against FMI and others as more fully described below. 


The Commission filed a civil injunctive action on Septem- 
ber 5, 1975 in the U. S. District Court for the Southern 
District of Florida naming FMI, First Mortgage Advisory 
Corporation (Hereinafter referred to as FMAC); First 
Mortgage Advisory Company (hereinafter referred to as 
FMACO); Jack Courshon, chief executive officer of FMI, 
Chairman of the Board of Directors and President of 
FMAC, and Chairman of the Managing Partners’ Com- 
mittee and Presdient of FMI’s advisor, FMACO; William 
Leach, former chief operating officer and Executive Vice- 
President of FMACO; John Halvorson and Frank Pero, 
former senior vice-presidents of FMACO; and Stanley 
Magenheimer, a former trustee of FMI (see Litigation 
Release No. 7072, dated September 8, 1975), in connec- 
tion with alleged violations of the periodic reporting, proxy 
and antifraud provisions of the Securities Act of 1933 and 
the Securities Exchange Act of 1934. 


All of the defendants except Leach and Magenheimer have 
consented to the entry of permanent injunctions without 
admitting or denying the allegations contained in the com- 
plaint. Furthermore, as part of the settlement, FMI has 
agreed to the appointment of five (5) new independent 
trustees and a new Executive Committee. The majority of 
the new Executive Committee shall be composed of the new 
trustees. The Chairman of the new Executive Committee 
shall function as FMI’s Chief Executive Officer until such 
time as the new Executive Committee shall recommend, 
and the trustees shall elect, a Chief Executive Officer; pro- 
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vided, that until January 31, 1977 such Chairman of Chief 
Executive Officer shall be one of the new trustees or a 
person not unacceptable to the Commission. 












Further, among other things, FMI has agreed to no longer 
use its external adviser and will internalize such advisory 
functions. As part of the settlement, FMI will also adopt 
procedures calculated to preclude a recurrence of the ac- 
tivities which were alleged in the Commission’s complaint 
to be violative of the law. These procedures will prohibit 
FMI from engaging in any business transactions with an 
affiliate entity or entity in which an affiliated person of 
FMI has an interest; provided that, such a transaction may 
be entered into if the trustees consider it to be in the best 
interest of FMI and notify the Commission of the terms 
and reasons for such transaction 30 days prior to such 
transaction. Upon completion of such a transaction, FMI 
will be required within ten (10) days to notify the Com- 
mission of the final terms of the transaction and its com- 
pletion. 


On April 9, 1975, the New York Stock Exchange halted 
trading in the listed securities of FMI upon the announce- 
ment of a preliminary unaudited loss of $118,000,000 
for the fiscal year ending January 31, 1975, the New York 
Stock Exchange suspended trading in the listed securities 
of FMI in view of the inability of FMI's certified public 
accountants to express an opinion on the financial state- 
ments of FMI for the fiscal year ending January 31, 1975. 


On September 4, 1975, the Bowery Savings Bank, Anchor 
Savings Bank, Home Savings Bank of Upstate New York 
and the Elmira Savings Bank, creditors of FMI, filed a Cha 
ter X petition in bankruptcy against FMI in the U. S. Dis- 
trict Court for the District of Massachusetts in Boston. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
—_ No. 11639/September 8, 1975 


Admin. Proc. File No. 3-4719 
in the Matter of 


COOK TREADWELL & HARRY, INC. 
855 Ridge Lake Boulevard 
Memphis, Tennessee 


ORDER INSTITUTING PROCEEDINGS AND FINDINGS 
AND ORDER OF THE COMMISSION 


The Commission deems it appropriate that proceedings be 
instituted against Cook, Treadwell & Harry, Inc. (“CTH”) 
pursuant to Section 15(c)(4) of the Securities Exchange 
Act of 1934 (“Exchange Act’) 1/ to determine whether 
CTH’s filings with the Commission pursuant to Sections 13 
and 15(d) of the Exchange Act and the rules and regula- 
tions promulgated thereunder were deficient in that they 
omitted to state material facts as set forth below. 


CTH, simultaneously with the institution of these pro- 
ceedings, has submitted an Offer of Settlement for the 
purpose of disposing of the issues raised in these proceed- 
ings. Under the terms of its Offer of Settlement, CTH, sole- 
ly for the purpose of these proceedings, stimulates to the 
facts set forth in Section | hereof, and, without admitting 
or denying the findings set forth herein, consents to the 
findings herein and the issuance of this Order. 


‘The Commission has determined it is appropriate and in 
the public interest to accept the Offer of Settlement of 
CTH and accordingly is issuing this Order. 


1 
FACTS 
Background 


CTH, a Tennessee corporation with its principal offices in 
Memphis, Tennessee, is primarily engaged in the insurance 
agency-brokerage and insurance underwriting business. 
CTH is a 96.3% owned subsidiary of Cook Industries, Inc. 
Pursuant to Section 15(d) of the Exchange Act, CTH was 
required to file with the Commission the reports required 
by Section 13 of the Exchange Act and the Rules and Re- 
gulations promulgated thereunder. On or about June 28, 
1972, the Commission declared effective a registration 
statement (the “1972 Registration Statement”) offering 
300,000 shares of its common stock at $9.00 per share. 
Immediately after this offering, CTH was an approximately 
87% owned subsidiary of Cook Industries, Inc. 


Misstatements of Earnings 


CTH conducts its underwriting business through a wholly- 
owned subsidiary, Cotton Belt Insurance Company, Inc. 
(“Cotton Belt’). Numerous errors in connection with the 
|F omputation of income for Cotton Belt during its 1971- 
973 fiscal years resulted in misstatements in the financial 
statements of Cotton Belt and, in turn, CTH. The most 
significant errors arose in connection with the establishment 


of reserves resulting from Cotton Belt’s participation in 
certain pool reinsurance agreements. 2/ As a participant 
in such reinsurance agreements, Cotton Belt would gen- 
erally receive periodic reports from the managers of the 
pools, setting forth the net amount due to or from Cotton 
Belt, and, in some instances, the operating results of the 
pool, and unpaid losses and unearned premiums. During 
the periods in question, the information contained in these 
reports were not properly reflected in the financial state- 
ments of Cotton Belt. 


In recording the results of the operations of the pool rein- 
surance agreements, Cotton Belt made errors in the follow- 
ing three areas which resulted in a material overstatement 
of earnings: 


(a) The failure to properly record reserves for incurred 
but not reported losses (“IBNR”) — The IBNR reserve is 
a provision for losses which have not been reported to 
the insurance company, but which are assumed to exist. 
Cotton Belt periodically added to its IBNR reserve an 
amount equal to the proceeds received by, or due to, 
Cotton Belt from the reinsurance pools. This procedure 
was not appropriate since the determination of the IBNR 
reserve should have been based on other factors. In addi- 
tion, on several occasions, Cotton Belt arbitrarily reduced 
its IBNR reserve. 


(b) The failure to record a reserve for some unpaid losses 
— The reserve for unpaid losses represents an amount of 
losses which have been reported to, but not yet paid by, 
an insurance company. Cotton Belt did not record a re- 
serve for some unpaid losses, although it represented a sig- 
nificant amount. 


(c) The failure to record a liability for some unearned pre- 
miums — An unearned premium is the amount of a premium 
applicable to the unexpired term of an insurance policy. It 
is a liability of an insurance company because it reflects an 
amount which the company has not yet “earned”, i.e., the 
company has not yet assumed the risk for the period of 
time to which the premium is attributable. Cotton Belt 
included unearned premiums in its earnings and failed to 

set up a corresponding liability for some unearned pre- 
miums on its balance sheet. 


In addition to the aforementioned matters in connection 
with its pool reinsurance agreements, certain other matters 
were improperly reflected on the financial statements of 
Cotton Belt and, in turn, CTH. One such matter was the 
understatement of Cotton Belt’s reserves for unpaid losses 
and loss adjustment expenses. The effect of this understate- 
ment during 1973 subsequently resulted in a downward ad- 
justment of Cotton Belt’s 1973 earnings totalling approxi- 
mately $676,000. Further, at various times during the 1971- 
1973 period, Cotton Belt incorrectly computed the un- 
earned premiums applicable to certain types of its insur- 
ance business. 


The following table reflects an adjustment of CTH’s and 


Cotton Belt’s earnings after reversing the improperly re- 
corded items: 
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CTH AND CONSOLIDATED SUBSIDIARIES 


Net earnings (loss), as previously reported 
Adjustments (decreases) : 


Net earnings (loss), as restated 


Net earnings (loss) per average share outstanding based on 
equal dividend rights, as previously reported . 


Adjustments (decreases). 


Net earnings (loss) per average share outstanding based on 
equal dividend rights, as restated 


COTTON BELT 
Net earnings (loss), as previously reported 


Adjustments (decreases) 


Net earnings (loss), as restated . 


The financial statements of Cotton Belt and CTH for the 
years 1971, 1972 and 1973, some or all of which were 
contained in CTH’s 1972 and 1973 Annual Reports on 
Form 10K, its 1972 Registration Statement and certain 
of its 1972 and 1973 Quarterly Reports on Form 10-0, 
contained the errors discussed above. 


il 
FINDINGS 


We find that the consolidated financial statements of CTH 
and the financial statements of Cotton Belt for the years 
1971, 1972 and 1973 were materially false and mislead- 
ing. In addition, the inclusion of some or all of these fi- 
nancial statements in CTH’s 1972 and 1973 Annual Re- 
ports on Form 10-K, its 1972 Registration Statement, and 
certain of its 1972 and 1973 Quarterly Reports on Form 
10-O render these filings materially deficient. 


il 
MIT:1GATING FACTORS 


In its Offer of Settlement, CTH has requested that the Com- 
mission consider the following mitigating factors: 


Upon discovery of discrepancies in its financial statements, 
CTH promptly notified the staff of the Commission and 
requested that trading in the common stock of CTH be sus- 
pended. Simultaneously, CTH issued a press relase announ- 
cing that trading had been suspended in its common stock 
and that, based upon a preliminary review of its financial 
statements, it appeared that there had been material mis- 
statements of the results of its operations as reflected in its 
audited financial statements for the year ended December 
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Year Ended December 31, 
1972 1973 





1971 

















$1,033,435 $1,126,544  $(1,614,813) 
(132,369) _ (702,230) _( 598,371) 
$ 901,066 $ 424,314 $(2,213,184) 
$ .38 $ .40 $ (.54) 
(05) (.25) (.20) 
$_.33_ $ .15 $_(.74) 











$ 755,964 $ 632,831 $(2,202,186) 


( 132,369) (702,230) ( 598,371) 





$ 623,595 $( 69,399) $(2,800,557) 








31, 1972. That release, in part, also stated that CTH intend- 
ed to take such other action as it deemed appropriate for 
the protection of its stockholders. 


Subsequently, CTH replaced auditors and pursuant to an 
Offering Circular, dated November 14, 1974, offered to 
purchase any‘and all shares of its common stock which 
were originally offered and sold to the public pursuant to 
the 1972 Registration Statement (i) for $9.00 per share 
(the initial public offering price), in the case of persons 
who purchased shares in the 1972 public offering, or (ii) 
for the amount paid by each such person for his respective 
shares, in the case of persons who purchased shares subse- 
quent to the public offering but prior to May 8, 1974; 
plus interest on that amount at the rate of 6% per annum 
from the date of purchase of those shares to the date of 
payment by CTH, less any dividends received by any such 
person. CTH purchased approximately 274,000 shares of 
common stock and paid approximately $2,220,000, in- 
cluding interest, pursuant to this offer. 


In addition, CTH offered to persons who purchased shares 
of its common stock which were originally sold in the 
1972 public offering and who sold those shares at a loss 
prior to May 8, 1974, an amount equal to that loss, plus 
interest on the amount of the purchase price for their 
shares at the rate of 6% per annum from the date of pur- 
chase up to and including the date of disposition of those 
shares, plus interest on the amount of the loss at that rate 
from date of disposition to the date of payment by CTH, 
less any dividends received by any such person. Approxi- 
mately $540,000 was paid pursuant to this offer. 


After discussions with the staff of the Commission, CTH 
has undertaken to make, pursuant to a registration state- 
ment, offers to (a) purchase any and all shares of its com- 
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mon stock originally offered and sold to the public pur- 
(Pesuant to the 1972 public offering from persons who did 


\ tt accept the prior offer, on substantially the same 


terms and conditions as set forth above, and (b) allow 
former stockholders of CTH who accepted the prior offer 
the right to reacquire their shares upon payment to CTH 
of the amounts received in that offer. 


Moreover, CTH has fully cooperated with the staff of the 
Commission in connection with its inquiry into these 
matters, and has provided the staff of the Commission 
with all information it requested in connection with its 
review of these matters. 


Finally, CTH performed a thorough review of its financial 
statements for 1971, 1972 and 1973 to determine the na- 
ture and extent and cause of the adjustments to the finan- 
cial statements of CTH and Cotton Belt, and the reasons 
for the errors in the previously reported financial state- 
ments for those years. 


iV 
ORDER 
In view of the foregoing, we deem it appropriate and in the 
public interest to accept the Offer of Settlement of CTH, 
and accordingly, 1T IS ORDERED that such proceedings 
be, and thereby are, instituted. 


IT iS FURTHER ORDERED that 


¢ (i) CTH amend its Annual Reports on Form 10-K for 1972 


and 1973 as to disclose the matters discussed herein and 
restate the financial statements contained therein; 


(ii) CTH comply with its undertaking to describe in its 
next communication to shareholders the substance of this 
Order. 


By the Commission. 


George A. Fitzsimmons 

Secretary 
1/ Section 15(c) of the Exchange Act states: If the Com- 
mission finds after notice and opportunity for hearing that 
any person subject to the provisions of Section 12, 13 or 
subsection (d) of Section 15 of this title or any rule or 
regulation thereunder has failed to comply with any such 
provision, rule or regulation in any material respect, the 
Commission may publish its findings and issue an order 
requiring such person to comply with such provision or 
such rule or regulation thereunder upon such terms and 
conditions and within such time as the Commission may 
specify in such order. 


2/ A reinsurance contract is a contract by which an insur- 
ance or reinsurance company transfers the risk of loss to 
another insurer. In a pool reinsurance agreement, the risk 
is assumed by a number of companies. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11640/September 10, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 the temporary suspension of over-the-counter 
trading in the common stock of Victor Kellering, Inc. 
(“Victor Kellering’’) a New York corporation located in 
Brooklyn, New York, for a single ten-day period commen- 
cing at 9:00 a.m. (EDT) on September 10, 1975 and ter- 
minating at midnight (EDT) on September 19, 1975. 


The suspension was ordered because of the dissemination 
by Victor Kellering of apparently false and misleading in- 
formation regarding the proposed acquisition by Victor 
Kellering of Teston Finanz Corp. (“"Teston”’), a newly 
formed Delaware corporation. In particular, this informa- 
tion concerned (1) the type and nature of the business en- 
gaged in by Teston, (2) the background of one of the prin- 
ciples of Teston, and (3) the beneficial owners of the com- 
mon stock of Teston. 


The Commission cautions that, in any trading of Victor 
Kellering’s common stock after the trading ban expires, 
shareholders and prospective purchasers of the stock, as 
well as broker-dealers, are urged to consider carefully 

the foregoing information in making any investment de- 
cision with respect to the stock of this company. The 
Commission further cautions that broker-dealers, who 
publish quotations and effect transactions in these securi- 
ties, subsequent to the expiration of this trading ban, 
should, before such actions, assure themselves that they 
are not participating in activities in violations of the anti- 
fraud and/or anti-manipulative provisions of the Securi- 
ties Act of 1933 and the Securities Exchange Act of 1934. 


Furthermore, brokers and dealers must be aware that pur- 
suant to Rule 15c2-11 under the Securities Exchange Act 
of 1934, no quotations may be entered, trades consum- 
mated or orders solicited unless and until all of the provi- 
sions of said rule are strictly and specifically complied 
with. 


If any broker or dealer has any question as to whether or 
not,such rule has been complied with he should not en- 
gage in any quotation or trading transactions but rather 
immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement, Washing- 
ton, D. C. if any broker or dealer is uncertain as to what 
is required by Rule 15c2-11 he should refrain from enter- 
ing quotations or other activity relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is absolutely certain that all of its pro- 
visions have been met. If any broker or dealer enters in- 
to any quotation or transaction which is in violation of 
said rule the Commission will consider the need for prompt 
enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11641/September 10, 1975 


See Securities Act of 1933 Release No. 5611/ 
September 10, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11642/September 10, 1975 


See Securities Act of 1933 Release No. 5612/ 
September 10, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11643/September 11, 1975 


Admin. Proc. File No. 3-4326 
In the Matter of 


SAMUEL ARYEH 
Brooklyn, New York 


JOSEPH GOLDMAN 
Brooklyn, New York 


ORDER DISCONTINUING PROCEEDINGS 


Stating that it has been unable to serve Samuel Aryeh or 
Joseph Goldman, the Commission’s Division of Enforce- 
ment moves to discontinue the proceedings with respect 
to them. 


Accordingly, 1T 1S ORDERED that these proceedings be, 
and they hereby are, discontinued as to Samuel Aryeh 
and Joseph Goldman, and it is further 


ORDERED that discontinuance be without prejudice to 
the institution of other proceedings against Samuel Aryeh 
and Joseph Goldman founded on the allegations in the 
order for proceedings. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11644/September 11, 1975 


Orders have been issued granting the applications of the 
following exchanges for unlisted trading privileges in the 
common stocks or specified securities of the named com- 
panies: 
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Boston Stock Exchange: Viacom International Inc. 
(Ohio) 


PBW Stock Exchange Inc.: Viacom International Inc. 
(Ohio) 


Midwest Stock Exchange Inc.: Black & Decker Manu- 
facturing Co.; National Semiconductor Corporation 
and Central Telephone & Utilities Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11645/September 11, 1975 


See Securities Act of 1933 Release No. 5613. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19157/September 5, 1975 


Admin. Proc. File No. 3-4721 
In the Matter of 


OHIO POWER.COMPANY 
Canton, Ohio 44701 


(70-5689) 


ORDER FOR HEARING ON PROPOSAL TO ISSUE AND 
SELL NOTES TO BANKS AND TO A DEALER IN COM- 
MERCIAL PAPER 


Ohio Power Company (“Ohio”), an electric utility subsidi- 
ary company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed with this 
Commission an application on May 16, 1975 and subse- 
quent amendments thereto pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (““Act”) 
and Rule 50(a)(5) promulgated thereunder. 


Ohio requested authorization pursuant to Section 6(b) of 
the Act for the issue and sale of short-term debt obliga- 
tions not to exceed $270,000,000 outstanding at any one 
time during the year ending June 30, 1976. Ohio also re- 
quested exception from the competitive bidding require- 
ments of Rule 50 with respect to commercial paper includ- 
ed in the requested authorization. 


A notice of filing of the application was issued on May 30, 
1975, in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19017). A request for a hear- 
ing was filed on June 26, 1975 by Ormet Corporation 
(“Ormet’’) and subsequently on July 11, 1975, it filed a 
petition for intervention. 
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By interim orders dated June 30, 1975 and July 31, 1975 
MHCAR Nos. 19070 and 19106), this Commission auth- 
\Worized Ohio to incur short-term borrowings through August 
31, 1975, in an aggregate principal amount not to exceed 
$190,000,000 outstanding at any one time. The author- 
ized amount of short-term borrowings has been extended 
until September 30, 1975 pending the disposition of the 
request for a hearing. 


Ormet objects to the proposed short-term borrowings by 
Ohio. It states, among other things, that Ohio’s request for 
authorization to borrow, not to exceed $270,000,000 out- 
standing at any one time during the 12 months ending June 
30, 1976, is not supported by the financial data that Ohio 
submitted. Ormet asserts that the record is incomplete and 
consists of unsubstantiated conclusions which cannot be 
evaluated without an evidentiary hearing. 


Ormet also states that the application does not address itself 
to Ohio’s ability to effect long-term financing to pay its 
short-term obligations to be incurred, and to meet other 
obligations which Ohio allegedly overlooked. Ormet also 
states that the need for the financing has not been estab- 
lished. It asserts that information published by Ohio indi- 
cates a large excess capacity and questions whether the in- 
curring of further indebtedness by Ohio is necessary or in 
the public interest. 


The Commission deeming it appropriate that a hearing be 
held in this proceeding: 


gris ORDERED, accordingly, that a hearing be held in re- 

‘ ct to the application, as amended, and that the hearing 
commence on September 29, 1975, or such later date as 
may be designated by the hearing officer, at 10:00 a.m. at 
the office of the Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549 in such 
room as may be designated by the hearing room clerk. 


IT iS FURTHER ORDERED that at said hearing, evidence 
shall be addressed with respect to the following matters, but 
without prejudice to the presentation of additional matters 
and questions upon further examination: 


1. Whether, in light of the objections presented by Ormet, 
the proposed financing is appropriate and necessary under 
Section 6(b) and other applicable provisions of the Act; and 


2. What conditions, if any, should be imposed in an order 
authorizing the proposed transactions. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to separate, in whole or in part, either 
for hearing or for disposition, any issues or questions which 
may arise in these proceedings and to take such other action 
as May appear conducive to an orderly, prompt and econ- 
omical disposition of the matters involved. The Commission 
expects that, subject to the discretion of the presiding Ad- 
ministrative Law Judge, the hearing will proceed without 
adjournment in view of Ohio’s cash requirements as set 
forth in its application. 

\@,|T IS FURTHER ORDERED that an Administrative Law 

Judge, hereafter to be designated, shall preside at said hear- 

ing. The officer so designated is hereby authorized to exer- 





cise all powers granted to the Commission under Section 
18(c) of the Act and to the hearing officer under the Com- 
mission’s Rutes of Practice. 


IT IS FURTHER ORDERED that the Secretary of the 
Commission shall give notice of the aforementioned hear- 
ing by mailing copies of this Order by certified mail to 
Ohio Power Company and Ormet Corporation, and that 
notice to other interested persons shall be given by the 
general release of the Commission and by publication of 
this Order in the Federal Register. Persons desiring to par- 
ticipate shall comply with Rule 9 of the Commission’s 
Rules of Practice. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to grant such further interim relief as 
may be appropriate during the pendency of this proceeding. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19158/September 5, 1975 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 
Wilmington, Delaware 19899 


DELMARVA POWER & LIGHT CO. OF MARYLAND 
U. S. Route 13 and Naylor Mill Road 

Salisbury, Maryland 21801 

(70-5732) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
LONG-TERM PROMISSORY NOTES AND CAPITAL 
STOCK BY SUBSIDIARY COMPANY AND ACQUISI- 
TION AND PLEDGE THEREOF BY HOLDING COM- 
PANY AND PROPOSED REFUNDING AND REPLEDG- 
ING OF EXISTING NOTES OF SUBSIDIARY COM- 
PANY TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Delmarva Power & 
Light Company of Maryland (“Maryland”), a wholly-owned 
electric utility subsidiary company of Delmarva Power & 
Light Company (“Delmarva”), a registered holding com- 
pany and a public-utility company, have filed an applica- 
tion-declaration with this Commission, designating Sec- 
tions 6(b}, 9(a), 10, 12(d), and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rules 43 and 
44 promulgated thereunder regarding the following pro- 
posed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


All of the presently outstanding securities of Maryland are 
owned by Delmarva and pledged with Chemical Bank, 
Trustee, in accordance with the provisions of the Indenture 
of Mortgage and Deed of Trust of Delmarva to Chemical 
Bank, Trustee, dated as of October 1, 1943. 


It is proposed that Maryland will, prior to September 30, 
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1977, issue and sell to Delaware its 30-year promissory 
notes in a total principal amount not exceeding $10,- 
000,000 and will also issue and sell to Delaware a total not 
to exceed 100,000 shares of its common capital stock of 
the par value of $100 per share. It is proposed that Dela- 
ware will purchase such notes, when issued, at the princi- 
pal amount thereof, plus accrued interest from their issu- 
ance date, and such common stock, when issued, at the 
par value thereof. Such notes and stock will be issued and 
sold by Maryland from time to time as may be necessary 
to meet Maryland’s cash requirements. The notes will bear 
interest at 11.1% (such interest rate being based on the 
cost of the last public borrowing of Delaware (11.0674%), 
rounded to the next higher one tenth of one percent, but 
at such time as Delaware shall market its next issue of 
bonds, all notes thereafter issued by Maryland under this 
proposal shall bear interest equal to the cost of money to 
Delaware under such bond issue, rounded to the next high- 
er one tenth of one per cent. At the time of the sale of any 
of said notes by Maryland to Delaware, Maryland will sell 
and Delaware will acquire common capital stock having a 
par value equal to the principal amount of notes being so 
sold and acquired. 


It is also proposed that Maryland’s 30-year, 32% promis- 
sory notes to Delaware in the aggregate principal amount 
of $2,490,000 maturing on various dates between April 1, 
1976, and July 1, 1977, will be refunded by the issuance 
and sale to Delaware on the respective dates of maturity of 
new 30-year promissory notes in like amounts, to bear in- 
terest at the cost of the last public borrowing of Delaware 
prior to such respective issuances, rounded to the next 
higher one-tenth of one percent. 


Delaware further proposes that the notes and stock to be 
acquired by Delaware will be pledged by it with Chemical 
Bank, Trustee, in accordance with the provisions of said In- 
denture of Mortgage and Deed of Trust of Delaware to 
Chemical Bank, Trustee, dated as of October 1, 1943. 


Maryland will use the proceeds derived from the sale of 

the notes and stock to provide funds for the repayment of 
said 30-year, 312% promissory notes in the principal amount 
of $2,490,000, for future capital expenditures, and for 
other corporate purposes. Proposed additions to Maryland’s 
property and plant are estimated at $7,094,229 for the re- 
maining months of 1975, $14,995,000 for 1976, and 
$13,088,000 for 1977. 


It is stated that the Public Service Commission of Maryland 
has jurisdiction over the proposed transactions and that no 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. Fees and expenses paid or incurred, or to be 
paid or incurred, directly or indirectly, in connection with 
the proposed transactions are estimated to be $4,000, in- 
cluding counsel fees of $1,750. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 1, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
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Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-de- 
clarants at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the application-declaration, as filed or as it may 
be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 

it may deem appropriate. Persons who request a hearing 

or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19159/September 9, 1975 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 

Johnstown, Pennsylvania 15907 

(70-5733) 


NOTICE OF PROPOSED ISSUE AND SALE OF CUMU- 
LATIVE PREFERRED STOCK AT COMPETITIVE BID- 
DING 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric 
Company (“Penelec’’), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’) designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the application, which is summarized below, for a com- 
plete statement of the proposed transaction. 


Penelec proposes to issue and sell for cash, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to 320,000 shares of its cumulative preferred 
stock, % Series K (“new preferred stock”’). Terms of the 
new preferred stock will include a mandatory redemption 
provision, commencing not later than October 1, 1980, 

to retire annually 5% of the number of shares of the new 
preferred stock that are originally issued. Terms of the new 
preferred stock will also provide that Penelec shall not re- 
fund the new preferred stock by the issuance of either new 
debt securities at a lower interest cost or other preferred 
stock at a lower dividend cost within five years of the issu- 
ance of the new preferred stock. 


The dividend rate and the optional redemption prices will 
be determined by the competitive bidding. The bidding 
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procedure will require that (1) the price per share (and 

the price at which each share shall be initially re-offered by 
the underwriters to the public) shall be $100, which is the 
par value of the new preferred stock, (2) the dividend rate 
for the new preferred stock be specified in such bids and 
be a multiple of 1/25th of 1% and (3) the underwriting 
commission per share to be paid by Penelec to the success- 
ful bidders be specified in the bids. The bidding procedure 
will not establish a minimum or maximum dividend rate or 
commission within which bids may be considered. 


The proceeds to be realized from the sale of the new pre- 
ferred stock will be used to pay a portion or all of Penelec’s 
short-term bank loans expected to be outstanding at the 
date of sale or to reimburse Penelec’s treasury for funds 
previously expended therefrom for construction purposes. 
Penelec expects to have approximately $28,000,000 of 
bank loans outstanding immediately prior to the date of 
sale of the new preferred stock. 


Fees and expenses to be incurred in connection with the 
proposed transaction will be supplied by amendment. It is 
stated that the Pennsylvania Public Utility Commission has 
jurisdiction over the proposed transaction and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 6, 1975, request in writing that 
a hearing be heid on such matter stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 

the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as filed 
or as it may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 

such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19160/September 9, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 


2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 
(70-5730) 


NOTICE OF PROPOSED ACQUISITION OF COAL 
CARS BY LEASE 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“1&M"’), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed with this Commission 
an application-declaratian pursuant to applicable provisions 
of the Public Utility Holding Company Act of 1935 
(“Act’’) regarding the acquisition by lease of coal cars. 

1&M requests approval of these transactions unless advised 
by the Commission that approval thereof under the Act is 
not required. All interested persons are referred to the 
application-declaration, which is summarized below, for 

a complete statement of the proposed transaction. 


1&M states that it has entered into an agreement with Beth- 
lehem Steel Corporation (“Bethlehem”) for the manufac- 
ture of 600 triple hopper cars (‘cars’) and the delivery of 
same to 1&M for a purchase price of approximately $30,- 
000 per car, aggregating approximately $18,000,000. 1&M 
has also entered into negotiations with The Connecticut 
Bank and Trust Company (“lessor”) pursuant to which it 
is proposed that the lessor purchase the cars (releasing 
1&M’s obligation to Bethlehem to that extent) and that 

the lessor then lease such cars to 1&M. The lessor will be 
acting as trustee for three beneficiaries (“beneficiaries”) 
and 1&M proposes to enter into three separate leases with 
the lessor in respect of each beneficiary's interest in the cars. 


Each of the leases is a net lease pursuant to which 1&M 
shall pay the lessor all rents and other amounts payable 
thereunder unless such obligation to pay is extinguished or 
terminated pursuant to the respective lease terms. 1&M will 
pay the lessor under each of the leases an initial interim in- 
stallment of rent on March 15, 1976, computed on a daily 
rate equal to .02916% of the purchase price of each car, 
using 30-day months, and thereafter pay in 30 semi-annual 
rental payments an amount equal to 5.2920% of such pur- 
chase price (approximately $1,587.60 per car per payment), 
commencing with a payment on September 15, 1976. 


Terms of each lease also provide, among other things, that 
1&M may sublease the cars and that 1&M has an option to 
purchase the cars from the lessor at a fair market sales value 
at the end of the lease term (including extensions thereof). 
It is also provided in the leases that in the event the benefi- 
ciaries are not allowed certain federal tax treatment of the 
proposed transactions, the rentals to be paid by 1&M will be 
adjusted upward to assure that the beneficiaries’ net re- 
turn on the transaction would be the same as if the tax 
treatment had been allowed. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$20,000, including legal fees of $17,500. 


NOTICE IS FURTHER GIVEN that any interested person 


may, not later than October 6, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
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his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declar- 
ant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as it may be amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19161/September 9, 1975 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


THE SYLVANIA CORPORATION 

THE MARS COMPANY 

NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 

(70-5692) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF TIME FOR CONSUMMATING PROPOSED MERGER 
OF NONUTILITY SUBSIDIARIES AND INTRASYSTEM 
SALE OF ASSETS 


National Fuel Gas Company (“National”), a registered hold- 
ing company, and its three wholly-owned nonutility subsi- 
diaries, The Sylvania Corporation (“‘Sylvania’’), The Mars 
Company (‘‘Mars”), and National Fuel Gas Supply Corpor- 
ation (“Supply Corporation”) have filed with this Commis- 
sion a posteffective amendment to the application-declara- 
tion in this proceeding pursuant to Sections 6(a), 7, 9(a)(1), 
10, 12(c), and 12(f) of the Public Utility Holding Company 
Act of 1935 (““Act’’) and Rules 42 and 43 promulgated 
thereunder regarding the following proposed transactions. 


By order in this proceeding dated July 15, 1975, the Com- 
mission authorized: (1) Sylvania to convey to Mars all of 

its property interests which are unrelated to gas production, 
transmission, or storage and (2) the merger of Sylvania into 
Supply Corporation, both as of August 1, 1975. By post- 
effective amendment to the application-declaration, it is now 
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proposed that said corporate simplification will be imple- 
mented on October 1, 1975, or as soon thereafter as pos- 
sible, but not later than January 1, 1976. 





Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act,and the rules pro- 
mulgated thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application-declaration, as amended by said post-effec- 
tive amendment, be granted and permitted to become effec- 
tive: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended by said post-effective amendment, be, 
and it hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19162/September 10, 1975 


See Securities Act of 1933 Release No. 5611/September 
10, 1975. 








PUBLIC UFILITY HOLDING COMPANY ACT OF 1935 
Release No. 19163/September 10, 1975 


See Securities Act of 1933 Release No. 5612/September 
10, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19164/September 10, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 
(70-5713) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 
OVER SALE OF COMMON STOCK PURSUANT TO 
UNDERWRITTEN RIGHTS OFFERING 


General Public Utilities Corporation, (‘““GPU’’), a registered 
holding company, has filed a further amendment to its ap- 
plication-declaration, as previously amended, with this 
Commission pursuant to Sections 6(a), 7 and 12(c) of the 
Public Utility Holding Company Act of 1935 (“‘Act’’) and 
Rules 42 and 50 promulgated thereunder regarding the 
following proposed transaction. 





By order dated August 21, 1975 (HCAR No. 19138) issued 
in this proceeding, GPU was authorized to issue and sell up 
to 5,030,000 authorized but unissued shares of its common 
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stock (“additional common stock”) for subscription by the 
holders of its outstanding shares of common stock on the 
basis of 1 share for each 10 shares of common stock held 
on the record date. GPU was also authorized to sell the 
issue through an underwritten rights offering and was 
granted an exception from the competitive bidding require- 
ments of Rule 50 under the Act so tht it could negotiate 
the terms of the underwriting. Jurisdiction was reserved 
with respect to terms of the sale of the additional common 
stock, including the number of shares to be sold, the price 
and the underwriters’ compensation. 


GPU has now filed an amendment in this proceeding stating, 
among other things, that it proposes to sell up to 5,030,000 
shares of the additional common stock to its shareholders 
on the exercise of the subscription warrants. The proposed 
subscription price is $13.80 and was fixed by GPU after the 
close of the New York Stock Exchange on September 9, 
1975. The last sale price of the GPU common stock on that 
Exchange that date was $15.00 and the closing bid and ask- 
ed prices for the stock on that Exchange were $14-7/8 and 
$15.00, respectively. 


GPU states it also proposes to issue and sell up to 4,971,- 
971 shares of the additional common stock which may be- 
come available by reason of (a) the failure of holders of 
warrants to exercise their warrants, and (b) the purchase 
and exercise of warrants by the several underwriters of the 
issue to a group of underwriters represented by Merrill 
Lynch, Pierce, Fenner & Smith, Inc. GPU proposes to sell 
such shares to the underwriters at the subscription price of 
$13.80 per share. GPU proposes to pay the underwriters, 
as compensation for their respective commitments to pur- 
chase such shares of the additional common stock, the sum 
of $994,394 (or 1.45% of the maximum aggregate offering 
price to the underwriters) plus an additional 75 cents per 
share (or 5.43% of the subscription price) for each such 
share purchased by the underwriters and each share pur- 
chased by them upon the exercise of rights, with a reallow- 
ance of 25 cents per share to dealers. The minimum under- 
writing commissions payable by GPU would amount to 
$994,394, based on the assumption that no shares of addi- 
tional common stock are purchased by the underwriters, 
and the maximum underwriting commissions payable by 
GPU would amount to $4,723,372, based on the assump- 
tion that all of such 4,971,971 shares of additional com- 
mon stock covered by the underwriting agreement are pur- 
chased by the underwriters. The underwriters have agreed 
to remit to GPU 50% of any excess over the subscription 
price realized on the sale of such shares, less certain expenses. 


The proposed underwriters’ compensation has been com- 
pared with a study of the underwriting costs incurred by 
electric public utility companies and holding companies 
(including such companies which also have gas utility oper- 
ations) whether or not subject to the Act, which have 
offered common stock to the public since January 1, 1975. 
The recent market history of the common shares of GPU 
and of the other companies has also been examined, to- 
gether with the relevant qualitative factors affecting such 
issues. 


It is found that, under current market conditions, both the 
price to be received by GPU and the underwriting compen- 
sation provided for in this issue are reasonable and that all 

of the requirements of the Act and of the rules thereunder, 


including the requirements of Section 7(d), are satisfied. 


IT IS ORDERED, that the jurisdiction reserved in the 
order of August 21, 1975, over the number of shares to be 
offered by GPU and over the terms and conditions of such 
offering, including the underwriters’ compensation, be, 
and the same hereby is, released and that the proposed 
transaction may be consummated, without further order, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19165/September 10, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 
(70-5726) 


NOTICE OF PROPOSED CHARTER AMENDMENT TO 
AUTHORIZE A NEW KIND OF PREFERRED STOCK 
AND ISSUANCE AND SALE OF 3,000,000 SHARES OF 
SUCH PREFERRED STOCK AT COMPETITIVE BID- 
DING 


NOTICE IS HEREBY GIVEN that Georgia Power Com- 
pany, (“Georgia’’), an electric utility subsidiary company 
of The Southern Company (“Southern”), a registered hold- 
ing company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Sections 6(a), 6(b), 
7, and 12(c) of the Act and Rules 42 and 50 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the application-declara- 
tion, which is summarized below, for a complete statement 
of the proposed transactions. 


Georgia proposes to amend its charter so as to authorize a 
new kind of preferred stock having a par value of $25 per 
share, to be designated Class A Preferred Stock. Georgia 
then proposes to issue up to 3,000,000 shares of Class A 
Preferred Stock and to sell such securities for the best price 
obtainable but for a price to Georgia of not less than $25 
per share nor more than $25.50 per share, which sha!l also 
be the public offering price of such shares. Georgia intends 
that the sale of the Class A Preferred Stock will be at com- 
petitive bidding, but it may request by amendment that 
such sale be excepted from the competitive bidding require- 
ments of Rule 50 should circumstances develop which, in 
the opinion of Georgia’s management, make such excep- 
tion in the best interest of Georgia and its investors and 
consumers. 


It is stated that Georgia believes that the continuing need 
for new capital and the growing complexity of modern fi- 
nancing require greater flexibility than now exists in Geor- 
gia’s capital structure and that, in connection with future 
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issues of its preferred stock, the present provisions for pre- 
ferred stock, which has had a stated value of $100 per 
share, prevent Georgia from taking advantage of a market 
for preferred stock of a lower par value which exists from 
time to time. Management believes that Georgia’s ability to 
sell preferred stock at favorable terms will be strengthened 
by the creation of an additional kind of preferred stock 
with a par value of $25 per share, since this would allow 
Georgia to issue either preferred stock having a par value of 
$25 per share or a stated value of $100 per share depend- 
ing on market conditions which exist at the time of issue. 


The terms of the Class A Preferred Stock will be established 
by further amendment to the charter of Georgia which will 
include a prohibition against redeeming said stock prior to 
November 1, 1980, if such redemption is for the purpose 
or in anticipation of refunding the stock with funds obtain- 
ed at a lower cost of money. Georgia also proposes to make 
provision for a cumulative sinking fund for the benefit of 
the Class A Preferred Stock which would retire not more 
than 5% annually of the number of shares initially issued, 
commencing five years after the sale, with the non-cumula- 
tive option on any sinking fund date, commencing five 
years or later after the sale, of redeeming an additional like 
number of shares. 


The Class A Preferred Stock will rank on a parity as to divi- 
dends and assets with the outstanding preferred stock and 
will have the same rights and preferences as the outstand- 
ing preferred stock. On all matters submitted to a vote by 
the holders of the preferred stock and Class A Preferred 
Stock, both kinds of stock will vote together as a single 
class, each share of preferred stock being counted as one 
and each share of Class A Preferred Stock being counted 

as one-quarter; provided, however, that, if any change in 
the rights and preferences of the outstanding preferred 
Stock or Class A Preferred Stock would adversely affect the 
holders of only one, but not the other, such kind of stock, 
only the vote of the holders of at least 66-2/3% of the out- 
standing shares of the kind of stock so affected would be 
required. 


Georgia proposes to apply the proceeds from the sale of 

the new preferred stock towards the financing of its 1975 
construction program (estimated at $473,751,000) and to 
Pay notes payable in the form of notes to banks and com- 
mercial paper notes incurred for such purpose. Such notes 


presently outstanding aggregate approximately $60,000,000. 


It is stated that the issuance and sale of the Class A Prefer- 
red Stock will have been expressly authorized by the Geor- 
gia Public Service Commission, the State commission of the 
State in which Georgia is organized and doing business. It 
is further stated that no other State commission and that 
no Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Estimates of 
the fees and expenses to be incurred in connection with the 
proposed transactions are to be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 8, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
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request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-de- 
clarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 
said date, the application-declaration, as amended or as it 
may be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and :100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8918/September 5, 1975 


In the Matter of 


STANDARD & POOR’S/INTERCAPITAL LIQUID 
ASSET FUND, INC. 

1775 Broadway 

New York, New York 10019 

(812-3822-3) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 
OF THE ACT 


On August 5, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8875) that Standard & Poor’s/Inter- 
Capital Liquid Asset Fund, Inc. (““Applicant’’), registered 
under the Investment Company Act of 1940 (the “‘Act’’) 
as a diversified, open-end, management investment com- 
pany, had filed an application on June 16, 1975, pursu- 
ant to Section 6(c) of the Act, for an order of the Com- 
mission declaring that John J. Scanlon and Irwin Friend 
not be deemed “interested persons” of Applicant within 
the meaning of Section 2(a)(19) of the Act solely by rea- 
son of their relationships with certain corporations which 
are registered as broker-dealers under the Securities Ex- 
change Act of 1934. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
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request for a hearing has been filed and the Commission 
i not ordered a hearing. 


The matter has been considered and it is found that the 
requested exemption is appropriate in the public interest 


poses fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a)(19) of the Act is granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8919/September 5, 1975 


in the Matter of 


PINESTOCK ASSOCIATES, INC. 
FIDUCIARY EQUITY ASSOCIATES, INC. 
140 Broadway 

New York, New York 10005 

(812-3816) 


Grorce OF FILING OF APPLICATION PURSUANT 

O SECTION 17(b) FOR AN ORDER EXEMPTING 
PROPOSED TRANSACTION FROM SECTION 17(a) 
AND PURSUANT TO SECTION 17(d) AND RULE 
17d-1 FOR ORDER PERMITTING PARTICIPATION 
IN SAID TRANSACTION 


NOTICE IS HEREBY GIVEN that Pinestock Associates, 
Inc. (““Pinestock”’), and Fiduciary Equity Associates, Inc. 
(“FEA”), both open-end diversified management invest- 
ment companies registered under the Investment Company 
Act of 1940 (““Act’’) (collectively, the ‘““Applicants”), filed 
an application on June 5, 1975, and amendments thereto 
on July 28, August 13, and August 29, 1975, for orders 
(1) pursuant to Section 17(b) of the Act for an order of 
the Commission exempting from the provisions of Section 
17(a) of the Act the proposed merger of FEA with and 
into Pinestock and (2) pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder for an order permitting 
Alliance Capital Management Corporation (“Alliance’’), 
the investment adviser of each of the Applicants, to par- 
ticipate in the proposed merger. All interested persons are 
referred to the application on file with the Commission 

for a statement of the representations contained therein, 
which are summarized below. 


The Agreement and Plan of Merger (the ‘““Agreement”’) be- 
tween the Applicants provides for the merger of FEA with 
and into Pinestock (which will be the surviving company). 





The corporate existence of FEA will cease on the effective 
date of the merger. The Agreement is subject to approval 
>: the affirmative vote of the holders of two-thirds of the 
outstanding common stock of Pinestock, and approval by 
the affirmative vote of the holders of a majority of the out- 


and consistent with the protection of investors and the pur- 


standing common stock of FEA. The Agreement provides 
that the consummation of the merger is subject, among 
other things,.to receipt by the Applicants of opinions of 
counsel to the effect that (1) the merger will constitute a 
“reorganization” within the meaning of Section 368(a)(1) 
(A) of the internal Revenue Code of 1954, as amended 
(the ““Code”’); (2) no gain or loss for federal income tax 
purposes will be recognized to FEA, to Pinestock or to the 
Pinestock stockholders as a result of the merger; and (3) in 
accordance with Section 362(b) of the Code, the basis of 
the assets received by Pinestock will be the same as the 
basis of such assets in the hands of FEA immediately prior 
to the merger. The shareholders of FEA are organizations 
exempted from taxation by Section 501 of the Code. 


The Agreement provides that on the effective date of the 
merger, each outstanding share of FEA common stock will 
be converted into shares of Pinestock common stock hav- 
ing the same aggregate net asset value as a share of FEA 
common stock as of the close of business on the last busi- 
ness day preceding the effective date of the merger. No 
fractional shares of Pinestock common stock will be issued 
on conversion of the FEA common stock, but cash will be 
paid in lieu thereof. Applicants state that the effective date 
of the merger shall be not later than December 31, 1975, 
and that it is anticipated that the effective date of the mer- 
ger will be a date shortly after the meetings of the share- 
holders of the Applicants held for the purpose of voting 
on the merger. 


Applicants state that FEA was a “personal holding com- 
pany” for federal tax purposes for its taxable year ending 
December 31, 1974 and that it will likely remain a per- 
sonal holding company until the effective date of the mer- 
ger. It is also represented that FEA intends, shortly before 
the effective date of the merger, to declare and pay to its 
shareholders a dividend substantially equal to the amount 
of its then undistributed net investment income, if any. 


Applicants state that as of April 30, 1975, FEA and Pine- 
stock had net assets of approximately $5,259,529 and 
$7,679,550, respectively. Under these circumstances, Ap- 
plicants state that FEA and Pinestock each had accrued 
$6,000 in anticipation of expenses to be incurred in con- 
nection with the proposed merger. According to the Ap- 
plicants, however, the net asset value of FEA has decreased 
substantially since April 30, 1975, due to several large re- 
demptions by certain of its major stockholders; Applicants 
state that as of July 31, 1975, FEA’s net assets were ap- 
proximately $2,216,054. For this reason, Applicants sub- 
mit that Alliance has agreed to assume all of the expenses 
of Pinestock incurred in connection with the merger, and 
that the said $6,000 accrual by Pinestock has accordingly 
been reversed. 


Applicants state that the Agreement does not provide for 
any adjustment of the net assets of either FEA or Pine- 
stock for realized or unrealized capital gains and losses. 

In support of this proposal, Applicants submit that as of 
June 30, 1975, FEA and Pinestock had net unrealized gains 
of approximately $565,580 and $564,165, respectively, 
representing approximately 16.43% and 6.91% of the net 
assets of FEA and Pinestock, respectively, on that same 
date; that as of June 30, 1975, FEA had net realized cap- 
ital losses of approximately $497,725, representing approx- 
imately 14.46% of the net assets of FEA on the same date; 
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that as of June 30, 1975, Pinestock had net realized capital 
gains of approximately $22,888, representing approximate- 


ly .28% of the net assets of Pinestock on the same date; that 


as of December 31, 1974, Pinestock had a net capital loss 
carry-forward of $2,658,279 of which $1,811,088 expires 
in 1975, $384,271 expires in 1978 and $462,920 expires 
in 1979; and that as of December 31, 1974, FEA had a net 
capital loss carry-forward of $3,284,722 of which $2,062,- 
836 expires in 1975 and $1,221,886 expires on 1979. 


Alliance is a wholly-owned subsidiary of Donaldson, Luf- 
kin & Jenrette, Inc. (“DLJ”). The Applicants state that all 
of the officers of each Applicant are officers or employees 
of Alliance, and that the same officers and employees of 
Alliance hold the offices of Treasurer, Assistant Treasurer, 
Secretary and Assistant Secretary of each Applicant. Two 
of the Pinestock directors are officers and directors of Alli- 
ance. One FEA director is a director of, but is not employ- 
ed by, Alliance, and another is a stockholder of DLJ but is 
not an affiliated person of DLJ or its subsidiaries. Both of 
the Pinestock directors who are officers and directors of 
Alliance are officers of FEA and one of such directors is a 
director of FEA. The Applicants state that they have no 
other common directors or officers. 


Section 17(a) of the Act provides, in part, that it shall be 


unlawful for any affiliated person of a registered investment 


company, or an affiliated person of such affiliated person, 
knowingly to sell any security or other property to such 
registered investment company (except securities of which 
the buyer is the issuer) or knowingly to purchase any secur- 
ity or other property from such registered investment com- 
pany (except securities of which the seller is the issuer). 
Section 17(b) of the Act provides that any person may file 
with the Commission an application for an order exempt- 
ing a proposed transaction from one or more of the pro- 
visions of Section 17(a) of the Act, and that the Commis- 
sion shall grant such application and issue such order of ex- 
emption if evidence establishes that the terms of the pro- 
posed transaction are fair and reasonable and do not in- 
volve any over-reaching on the part of any person concern- 
ed; that the proposed transaction is consistent with the 
policy of each registered investment company concerned; 
and that the proposed transaction is consistent with the 
general purposes of the Act. 


The Applicants state that in view of the relationships des- 


cribed above, they might be deemed to be affiliated persons 


or that each Applicant might be deemed to be an affiliated 
person of such a person, within the meaning of Section 
2(a)(3) of the Act. The Applicants therefore request an 
exemption pursuant to Section 17(b) of the Act exempting 
the merger from the provisions of Section 17(a) of the Act. 


Section 17(d) of the Act provides, in part, that it shall be 


unlawful for any affiliated person of a registered investment 


company, acting as principal, to effect any transaction in 
which such registered company is a joint or a joint and sev- 
eral participant with such person, in contravention of such 
rules and regulations as the Commission may prescribe. 
Rule 17d-1 under the Act provides, in part, that no such 
person shall so effect or participate in any such joint 
arrangement unless an application regarding such arrange- 
ment has been filed with the Commission and has been 
granted by order; and that in passing upon such applica- 
tions, the Commission will consider whether the partici- 
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pation of such registered company in such arrangement on 
the basis proposed is consistent with the provisions, poli- 
cies and purposes of the Act and the extent to which such 
participation is on a basis different from or less advantage- 
ous than that of other participants. 


Applicants submit that, to the extent that the assumption 
by Alliance of the expenses incurred by Pinestock in con- 
nection with the merger of the Applicants might be con- 
sidered a participation by Alliance in a joint enterprise in 
which a registered investment company is a participant, 
an application regarding such joint enterprise and an order 
granting such application would be required in connection 
with the proposed merger. 


The investment objective of Pinestock is said to be capital 
appreciation, and that of FEA growth of capital. The Ap- 
plicants submit that the proposed transaction is consistent 
with their respective policies since the stockholders of 
FEA will receive shares of an open-end management com- 
pany with similar investment objectives and substantially 
identical fundamental policies and investment restrictions. 
The Applicants believe that the portfolio securities of 
FEA are compatible with the objectives and policies of 
Pinestock and that the merger will not entail the sale of a 
substantial portion of any such securities by reason of any 
differences in the investment objectives or policies of the 
Applicants. 


The Applicants assert that the terms of the proposed trans- 


action are fair and reasonable in that Pinestock will be 
issuing its shares in exchange for property at a price not 
less than the net asset value thereof and that the share- 
holders of FEA will receive shares of common stock of 
Pinestock equal in value to the aggregate net asset value of 
their FEA common stock. 


Applicants state that in view of the magnitude of Pine- 
stock's capital loss carry-forward, the value to Pinestock 
of FEA’s net realized losses and capital loss carry-forward 
is uncertain. For this reason and because the shareholders 
of FEA will be acquiring through the merger shares of a 
diversified open-end management company which, unlike 
FEA, is not a “personal holding company” for federal tax 
purposes, Applicants submit that their managements are 
of the opinion that the terms of the Agreement, in not 
providing for any adjustments with respect to these items, 
are equitable. 


Applicants also submit that, under the circumstances of 
the decreased amount of the net assets of FEA to be ac- 
quired by Pinestock pursuant to the merger, Alliance 
deemed it appropriate to assume the expenses of Pine- 
stock incurred in connection with the merger. The stock- 


holders of FEA, who will be receiving pursuant to the mer- 


ger shares of a more viable fund which, unlike FEA, is not 
a ‘personal holding company” for federal tax purposes, 
derive no less a benefit from the proposed merger as a re- 
sult of the decrease in FEA’s net assets. 


The Applicants, therefore, submit and represent that the 
assumption by Alliance of the expenses incurred by Pine- 
stock and not by FEA in connection with the merger is 
fair and reasonable and is consistent with the provisions, 
policies and purposes of the Act. 
























OTICE IS FURTHER GIVEN that any interested person 

§:. not later than September 30, 1975, at 5:30 p.m., sub- 

mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in case of an attorney at law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon the 
Commission’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





( INVESTMENT COMPANY ACT OF 1940 


Release No. 8920/September 5, 1975 
In the Matter of 


NO-LOAD SELECTED FUNDS, INC. 
3300 Whitehaven Street, N. W. 
Washington, D. C. 20007 

(811-2060) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that No-Load Selected 
Funds, Inc. (““Applicant’”’), registered under the Investment 
Company Act of 1940 (““Act’’) as an open-end, diversified 
management investment company, filed an application on 
April 18, 1975, and an amendment thereto on August 19, 
1975, pursuant to Section 8(f) of the Act for an order of 
the Comimission declaring that Applicant has ceased to be 
an investment company as defined in the Act. All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it was organized as a Maryland corpor- 
ation, and that it registered under the Act by filing a Notice 


t, Applicant filed a Registration Statement under the 
Act on Form N-8B-1 on October 28, 1970 and a Registra- 
tion Statement under the Securities Act of 1933 on Form 
$5 which it states became effective on August 26, 1971. 


ier: Anpticn on Form N-8A on April 23, 1970. There- 


Applicant further represents that its Board of Directors, at 
a meeting held on February 24, 1975, recommended the 
adoption of a proposed Plan of Dissolution, Complete 
Liquidation and Termination of Existence of the Fund 
(“Pian”). At a meeting held on April 16, 1975, sharehold- 
ers owning more than two-thirds of the outstanding shares 
of Applicant approved and adopted the Plan in accord- 
ance with the laws of the State of Maryland. Applicant 
further represents that all of its assets were converted to 
cash and distributed to its shareholders on a pro rata basis 
and that Applicant has ceased to act as an investment com- 
pany as defined in the Act. Applicant states that it filed 
Articles of Dissolution with the State of Maryland, on 
April 17, 1975, said Articles being approved on May 5, 1975. 


Section 8(f) provides, in pertinent part, that when the 
Commission, upon application, finds that a registered in- 
vestment company has ceased to be an investment com- 
pany, it shall so declare by order, and upon the taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1975 at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney at law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8921/September 5, 1975 


In the Matter of 


URBAN IMPROVEMENT FUND LIMITED - 1975 

6380 Wilshire Boulevard 

Los Angeles, California 90048 

and 

INTERFINANCIAL REAL ESTATE MANAGEMENT 
COMPANY 
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230 Houston Street, N. E. 
Atlanta, Georgia 30303 
(812-3792) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM ALL PROVISIONS 
OF THE ACT 


Urban Improvement Fund Limited - 1975 (the ‘‘Partner- 
ship”), a California limited partnership, and its general part- 
ner, Interfinancial Real Estate Management Company, a 
Georgia corporation, filed an application on April 11, 1975, 
for an order of the Commission, pursuant to Section 6(c) 

of the Investment Company Act of 1940 (the ““Act’’), ex- 
empting the Partnership from all provisions of the Act and 
the Rules and Regulations thereunder. 


On August 13, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8890) of the filing of the application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission has 
not ordered a hearing. 


The application has been considered and it is found that 
the exemption requested is necessary or appropriate in the 
public interest and consistent with the protection of invest- 
ors and the purposes fairly intended by the policy and pro- 
visions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the Partnership be, and hereby is, exempt from all provi- 
sions of the Act and the Rules and Regulations thereunder. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8922/September 5, 1975 


In the Matter of 


PINE TREE CORPORATION 
(formerly Pine Tree Fund, Inc.) 
670 Sharon Park Drive 

Menlo Park, California 94025 
(811-2307) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On August 6, 1975 a notice was issued (Investment Com- 
pany Act Release No. 8877) of an application filed on 
March 27, 1975 and amended on April 29 and June 19, 
1975 by Pine Tree Corporation (‘‘Applicant’’), a non-di- 
versified, closed-end management investment company re- 
gistered under the Investment Company Act of 1940 (the 
“Act’’), for an order of the Commission declaring that the 
Applicant has ceased to be an investment company as de- 
fined in the Act. The notice gave interested persons an op- 
portunity to request a hearing and stated that an order dis- 
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posing of the application might be issued on the basis of 
the information stated in the application. No request for f 
a hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. 


IT iS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Pine Tree Corporation shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8923/September 5, 1975 


In the Matter of 


PUERTO RICAN INVESTORS FUND, INC. 
16 Taft Street - Apartment 3 

Santurce, Puerto Rico 00911 

(811-1286) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On May 23, 1975, Puerto Rican Investors Fund, Inc. (““Ap- 
plicant’”’) an open-end diversified management investment 
company registered under the Investment Company Act of 
1940 (““Act’’) filed an application pursuant to Section 8(f) 
of the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as de- 
fined in the Act. 


On July 16, 1975, a Notice (Investment Company Act Re- 
lease No. 8852), was issued on the filing of said application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be.an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Puerto Rican Investors 
Fund, Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











INVESTMENT COMPANY ACT OF 1940 
Release No. 8924/September 5, 1975 
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In the Matter of 


NVESTMENT CAPITAL CORPORATION 
c/o Bernard L. Greer, Jr. 

Shoob, McLain, Jessee, Merritt & Lyle 

3242 First National Bank Tower 

Atlanta, Georgia 30303 

(811-2308) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (“‘Act’’) to declare by order upon its own mo- 
tion that Investment Capital Corporation (“ICC”), regis- 
tered under the Act as a closed-end, non-diversified manage- 
ment investment company has ceased to be an investment 
company as defined in the Act. 





ICC was organized as a Georgia Corporation on February 
18, 1972, and filed a Notification of Registration on Form 
N-8A on August 14, 1972. 


Material in the Commission’s records indicate that none of 
ICC’s securities have ever been offered or sold to the public 
and that ICC never became an operating investment com- 
pany. Material in the Commission’s records also indicates 
that, on December 27, 1972, ICC was merged into ABCO 
International Corporation (““ABCO”), a Georgia corpora- 
tion, which is engaged in the business of management, mar- 


~ keting, executive consulting, franchise marketing, financial 


planning, and related fields, and that ABCO is not now, 
and never has been an investment company as defined in 
the Act. 


Section 8(f) of the Act provides, in pertinent part, that when 


the Commission on its own motion, finds that a registered 
investment company has ceased to be an investment com- 
pany, it shall so declare by order, and upon the effective- 

ness of such order, the registration of such company shall 

cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 3, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communciation should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon ICC at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney at law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
,quest or upon the Commission’s own motion. Persons who 
Jrequest a hearing, or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8925/September 5, 1975 


In the Matter of 


C. |. DIRECT PLACEMENT FUND, INC. 
c/o John J. McHugh, Secretary 

767 Fifth Avenue 

New York, New York 10022 

(811-2230) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE INVESTMENT COMPANY ACT OF 1940 
DECLARING THAT THE COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that C. |. Direct Placement 
Fund, Inc. (the ““Applicant’’), registered under the Invest- 
ment Company Act of 1940 (the “Act’’) as a non-diversi- 
fied, closed-end management investment company filed an 
application on August 11, 1975, pursuant to Section 8(f) 
of the Act, for an order of the Commission declaring that 
Applicant has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred to the 
application on file with the Commission for a statement of 
the representations contained therein, which are summar- 
ized below. 


Applicant was organized as a Delaware Corporation on 
September 16, 1971 and registered under the Act by filing 
a Form N-8A Notification of Registration on September 
17, 1971. At that same time Applicant filed a Form N-8B-1 
Registration Statement under the Act and filed a Form S-4 
Registration Statement under the Securities Act of 1933 
(1933 Act’). The “1933 Act” Registration Statement has 
never become effective and the Applicant has applied for a 
withdrawal. Applicant represents that it has no sharehold- 
ers, that it has no intention of proceeding with any offer- 
ing of its shares and that it will be dissolved. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
company, it shall so declare by order, and, upon the taking 
effect of such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communcation should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
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mailing) upon the Applicant at the address stated above. 


Proof of such service (by affidavit or, in the case of an attor- 


ney at law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing September 30, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8926/September 5, 1975 


In the Matter of 


CAPITAL INVESTORS GROWTH FUND, INC. 
2727 Allen Parkway 

Houston, Texas 77019 

(811-184) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE INVESTMENT COMPANY ACT OF 1940 
DECLARING THAT THE COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Capital Investors 
Growth Fund, Inc. (the ““Applicant’’), registered under the 
Investment Company Act of 1940 (the ““Act’’) as a diversi- 
fied, open-end management investment company filed an 
application on June 25, 1975, pursuant to Section 8(f) of 
the Act, for an order of the Commission declaring that Ap- 
plicant has ceased to be an investment company as defined 
in the Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Applicant was organized as a Delaware Corporation under 
the name of Mutual Investment Company of America on 
July 1, 1938 and was registered under the Act by Filing a 
Form N-8A Notification of Registration on October 31, 
1940. Applicants name was changed to Capital Investors 
Growth Fund, Inc. on October 10, 1966. 


Applicant represents that pursuant to a plan of reorganiza- 
tion approved by its shareholders at a meeting held on De- 
cember 20, 1974, it transferred substantially all of its 
assets to Capital Shares, Inc. on December 27, 1974 in ex- 
change for shares of Capital Shares, Inc. Applicant further 
represents that it has no shareholders and was dissolved by 
filing a Certificate of Dissolution pursuant to the laws of 
Delaware on June 17, 1975. 


Section 8(f) of the Act provides, in pertinent part, that 


when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
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company, it shall so declare by order, and, upon the tak- 
ing effect of such order, the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 30, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit or, in the case of an attor- 
ney at law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing September 30, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


, 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


, 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8927/September 9, 1975 


In the Matter of 


ARNOLD BERNHARD & CO., INC. 

VALUE LINE SECURITIES, INC. 

THE VALUE LINE FUND, INC. 

THE VALUE LINE INCOME FUND, INC. 

THE VALUE LINE SPECIAL SITUATIONS FUND, INC. 

THE VALUE LINE DEVELOPMENT CAPITAL 
CORPORATION 

5 East 44th Street 

New York, New York 10017 

(812-3709) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER 


The Value Line Fund, Inc., The Value Line Income Fund, 
Inc., The Value Line Special Situations Fund, Inc., open- 
end investment companies registered under the Investment 
Company Act of 1940 (““Act’’), (herein collectively referred 
to as the “Funds’’), The Value Line Development Capital 
Corporation (‘““VLDCC”), registered under the Act as a 
closed-end investment company, Arnold Bernhard & Co., 
Inc. (“AB&Co.”’), the investment adviser to the Funds and 


VLDCC, and Value Line Securities, Inc. (“VLS”), a sand 


owned subsidiary of AB&Co., registered as a broker-dealer 





ub- 


of 
if 
ay 











incipal underwriter for each of the Funds, (the Funds, 

LDCC, AB&Co., and VLS are herein collectively refer- 
red to as the ““Applicants’’) filed an application on Octo- 
ber 18, 1974, and amendments thereto on Jan. 3 and 16, 
1975, and February 25, 1975, for an order pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder per- 
mitting Applicants to aprticipate in a settlement of certain 
litigation in the manner provided in agreements between 
AB&Co. and VLS and each of the Funds. 


pursuant to the Securities Exchange Act of 1934 and the 
0; 


On August 13, 1975, a notice (Investment Company Act 
Release No. 8889) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that each 

of the Funds and VLDCC’s participation in a settlement 

of certain litigation in the manner provided in agreements 
between AB&Co. and VLS and each of the Funds is con- 
sistent with the provisions, policies and purposes of the Act 
and that the participation of each of the Funds and VLD- 
CC is not on a basis less advantageous than that of other 
participants. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act and 

Rule 17d-1 thereunder, that the application to permit the 

proposed transaction be, and hereby is, granted effective 
(Northwich 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8928/September 9, 1975 


In the Matter of 


AMERICAN UNION INVESTMENT FUND, INC. 
201 West Wisconsin Avenue 

Milwaukee, Wisconsin 53203 

(811-2058) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On February 26, 1975, American Investment Fund, Inc. 
(“Applicant”) a non-diversified, closed-end management 
investment company registered under the Investment Com- 
pany Act of 1940 (“Act”) filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission de- 
claring that Applicant has ceased to be an investment com- 
pany as defined in the Act. 


On August 5, 1975, a Notice (Investment Company Act 
Release No. 8874), was issued on the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application would be issued as of course unless a hear- 


ing should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of American Union Invest- 
ment Fund, Inc., shall cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8929/September 10, 1975 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
and 

INVESTORS DIVERSIFIED SERVICES, INC. 
IDS Center 

Minneapolis, Minnesota 55402 

(812-3827) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Investors Syndicate of 
America, Inc. (“ISA”), a face-amount certificate company 
registered under the Investment Company Act of 1940 (the 
“‘Act’’) whose common stock is wholly-owned by Invest- 
ors Diversified Services, Inc. (“IDS”), and IDS, the invest- 
ment adviser and principal underwriter of ISA (collectively 
referred to as “Applicants”), filed an application on July 1, 
1975 and an amendment thereto on September 8, 1975, 
pursuant to Section 17(b) of the Act, for an order of the 
Commission exempting from the provisions of Section 
17(a) of the Act the proposed sale by IDS to ISA of a $12 
million note of the Equitable Life Holding Corporation 
(“Equitable Holding’) guaranteed by The Equitable Life 
Assurance Society of the United States (‘’Equitable Assur- 
ance”). All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


Equitable Holding, a wholly-owned subsidiary of Equitable 
Assurance, a mutual life insurance company, is principally 
engaged in providing insurance and financial services to the 
business community and the general public. On November 
29, 1974, IDS sold IDS Leasing Corporation (“Leasing”’), 
a wholly-owned subsidiary engaged in commercial and in- 
dustrial leasing and financing, to Equitable Holding for $21 
million in cash and a $12 million note maturing five years 
after the date of sale, bearing interest, payable semi-annua!- 
ly, at the rate of 7-1/2% per year (the ““Note”’). The Note is 
fully and unconditionally guaranteed by Equitable Assur- 
ance. IDS further agreed, for and in consideration of $5 
million in cash, not to engage in any business or activity 
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competing with or similar to the business of Leasing for a 
period of five years from the date of sale. The Agreement 
of Sale between IDS and Equitable Holding further pro- 
vides that Equitable Holding will agree to a transfer of the 
Note to an institutional investor which represents that its 
acquisition is for investment and not with a view to resale 
or distribution. 


IDS proposes to sell the Note, and ISA proposes to pur- 
chase the Note, for cash, in an amount calculated to give 
ISA a yield to maturity from the date of purchase of 9%. 


Section 17(a) of the Act provides, in pertinent part, that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a per- 
son, acting as principal, knowingly to sell any security or 
other property to such registered company. Section 17(b) 
of the Act provides that the Commission, upon application, 
may exempt a proposed transaction from the provisions of 
Section 17(a) of the Act if evidence establishes that the 
terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person concern- 
ed and the proposed transaction is consistent with the 
policy of each investment company concerned and with 
the general purposes of the Act. 


Section 2(a)(3) of the Act defines an affiliated person of 
another person to include any person owning 5% or more 
of the outstanding voting securities of such other person or 
any person 5% or more of whose outstanding voting securi- 
ties are owned by such other person. ISA is a wholly-owned 
subsidiary of IDS and, therefore, Applicants are affiliated 
persons of each other within the meaning of Section 2(a) (3) 
of the Act. Accordingly, IDS is prohibited, absent an order 
of the Commission, from selling the Note to ISA. 


Applicants assert that the terms of the proposed transaction, 
including the consideration to be paid or received, are rea- 
sonable and fair and do not involve overreaching on the part 
of any person concerned and that the proposed transaction 
is consistent with the policy of ISA and with the general 
purposes of the Act. In support thereof, Applicants state 
that the purchase price of the Note, an amount calculated 
to give ISA a yield to maturity of 9%, is based upon an 
anafysis of the Note by ISA and upon an independent ap- 
praisal by The First Boston Corporation, a registered broker- 
dealer. Applicants further state that the Note, by reason of 
the guarantee, is, in effect, a note of Equitable Assurance 
and that, based upon published financial information, 
Equitable Assurance had, during 1974, $433 million, before 
taxes and dividends, to meet such fixed obligations. ISA has 
determined that the Note will constitute a qualified invest- 
ment for a face-amount certificate company and Applicants 
assert that, by reason of the sale, ISA will receive an invest- 
ment of high quality, short maturity and attractive yield. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than October 6, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 

hearing thereon. Any such communication should be ad- 

dressed: Secretary, Securities and Exchange Commission, 
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Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the addresses stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney at law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing October 6, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8930/September 11, 1975 


In the Matter of 


JOHN HANCOCK INVESTORS, INC. 

and 

JOHN HANCOCK MUTUAL LIFE INSURANCE CO. 
200 Berkeley Street 

Boston, Massachusetts 02117 

(812-3834) 


5 


ORDER PURSUANT TO SECTION 17(d) OF THE IN- 
VESTMENT COMPANY ACT OF 1940 AND RULE 
17d-1 THEREUNDER 


John Hancock Investors, Inc. (“Investors”), a closed-end 
investment company registered under the Investment Com- 
pany Act of 1940 (“Act”) and John Hancock Mutual Life 
Insurance Company (“Hancock”) (hereinafter collectively 
referred to as ““Applicants”’) filed an application on July 7, 
1975 and an amendment thereto on August 8, 1975, pur- 
suant to Section 17(d) of the Act and Rule 17d-1 there- 
under for an order of the Commission permitting Appli- 
cants to engage in certain transactions relating to invest- 
ments in debt securities of the Gates Rubber Company 
(“Gates”) pursuant to certain “Note Agreements.” 


On August 12, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8886) of the filing of this application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course on the basis of the 
information stated therein unless a hearing should be order- 
ed. No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that the par- 
ticipation of Applicants in the proposed transactions is con- 
sistent with the provisions, policies, and purposes of the 

Act, and not on a basis different from or less advantageous 
than that of any other participant. Accordingly, 
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iT 1S ORDERED, pursuant to Section 17(d) of the Act 
od Rule 17d-1 thereunder, that the application to permit 
((ercock to engage in the proposed investment in debt se- 
curities of Gates and Investors to participate in modifica- 
tions to Note Agreements governing its existing investment 
in debt securities of Gates be, and hereby is, granted, effec- 
tive forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8931/September 1975 


in the Matter of 


EQUITABLE VARIABLE LIFE INSURANCE COMPANY 

SEPARATE ACCOUNT | OF EQUITABLE VARIABLE 
LIFE INSURANCE COMPANY 

and 

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE 
UNITED STATES 

1285 Avenue of the Americas 

New York, New York 10019 

(812-3824) 


EXTENSION OF TIME FOR COMMENT ON APPLICA- 
TION FOR AN ORDER OF EXEMPTION, PURSUANT 
(o SECTION 6(c) OF THE INVESTMENT COMPANY 
CT OF 1940, FROM SECTIONS 8(b), 13(a), 14(a), 
15(a), 15(c), 18(i), 22(d), 22(e), 27(c), 27(f) AND 27(h)(1) 
OF THE ACT AND RULES 22c-1 AND 27f-1 THERE- 
UNDER 


On August 13, 1975, the Securities and Exchange Commis- 
sion (““Commission”’) published Notice of an Application 
pursuant to Section 6(c) of the Investment Company Act 
of 1940 (“Act”) for an order of exemption from Sections 
8(b), 13(a), 14(a), 15(a), 15(c), 18(i), 22(d), 22(e), 27(c), 
27(f), 27(h)(1) of the Act and Rules 22c-1 and 27f-1 there- 
under (Investment Company Act Release No. 8888). All in- 
terested persons are referred to the Application on file with 
the Commission for a statement of the representations con- 
tained therein. 


The Commission has received a request for an extension of 
the comment period on this Application, presently schedul- 
ed to expire on September 12, 1975. In view of the novelty 
and complexity of this Application and its possible prece- 
dential impact, the Commission has determined to extent 
the period for comment until October 10, 1975. 


ACCORDINGLY, an interested person may, not later than 
October 10, 1975 at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter, notice of 


which was published on August 13, 1975 (Investment Com- 


pany Act Release No. 8888), accompanied by a statement 
as to the nature of his interest, the reason for such request, 
nd the issues, if any, of fact or law proposed to be contro- 


ion shall order a hearing thereon. Any such communica- 


tion should be addressed: Secretary, Securities and Ex - 
change Commission, Washington, D. C. 20549. A copy of 





erted, or he may request that he be notified if the Commis- 


such request shall be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney at law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following October 10, 1975 unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 

date of the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8931/September 11, 1975 


In the Matter of 


EQUITABLE VARIABLE LIFE INSURANCE CO. 

SEPARATE ACCOUNT I OF EQUITABLE VARIABLE 
LIFE INSURANCE COMPANY 

and 

THE EQUITABLE LIFE ASSURANCE SOCIETY OF 
THE UNITED STATES 

1285 Avenue of the Americas 

New York, New York 10019 

(812-3824) 


EXTENSION OF TIME FOR COMMENT ON APPLICA- 
TION FOR AN ORDER OF EXEMPTION, PURSUANT 
TO SECTION 6(c) OF THE INVESTMENT COMPANY 
ACT OF 1940, FROM SECTIONS 8(b), 13(a), 14(a), 
15(a), 15(c), 18(i), 22(d), 22(e), 27(c), 27(f) AND 27(h)(1) 
OF THE ACT AND RULES 22c-1 and 27f-1 THERE- 
UNDER 


On August 13, 1975, the Securities and Exchange Commis- 
sion (“Commission”) published Notice of an Application 
pursuant to Section 6(c) of the Investment Company Act 
of 1940 (“Act’’) for an order of exemption from Sections 
8(b), 13(a), 14(a), 15(a), 15(c), 18(i), 22(d), 22(e), 27(c), 
27(f), 27(h)(1) of the Act and Rules 22c-1 and 27f-1 there- 
under (Investment Company Act Release No. 8888). All 
interested persons are referred to the Application on file 
with the Commission for a statement of the representations 
contained therein. 


The Commission has received a request for an extension of 
the comment period on this Application, presently scheduled 
to expire on September 12, 1975. In view of the novelty 
and complexity of this Application and its possible prece- 
dential impact, the Commission has determined to extend 
the period for comment until October 10, 1975. 


ACCORDINGLY, any interested person may, not later than 
October 10, 1975 at 5:30 p.m., submit to the Commission 
in writing a request for a hearing on the matter, notice of 
which was published on August 13, 1975 (Investment Com- 


SEC DOCKET/853 











pany Act Release No. 8888), accompanied by a statement 
as to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the Com- 


mission shall order a hearing thereon. Any such communica- 


tion should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney at law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following October 10, 1975 unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8932/September 11, 1975 


In the Matter of 


HAMILTON FUNDS, INC. 
HAMILTON GROWTH FUND, INC. 
HAMILTON INCOME FUND, INC. 
7400 South Alton Court 

Denver, Colorado 80201 

(812-3835) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN THAT Hamilton Funds, Inc., 
Hamilton Growth Fund, Inc., and Hamilton Income Fund, 
Inc. (hereafter collectively referred to as ““Applicants”’, all 
Delaware corporations registered as open-end, diversified 
management companies, filed an application on July 3, 
1975, and an amendment on September 5, 1975, pursuant 
to Section 6(c) of the Act for an order of the Commission 
declaring that Robert M. Kirchner (“‘Kirchner’’) shall not 
be deemed an “interested person”, as that term is defined 
in Section 2(a)(19) of the Act, of Applicants and Appli- 
cants’ investment adviser, Hamilton Management Corpora- 
tion (“HMC”), solely by reason of his status as a director 
and nominal employee of Kirchner, Moore & Company 
(hereinafter, “Kirchner, Moore’), a registered broker-dealer 
under the Securities Exchange Act of 1934. All interested 


persons are referred to the application on file with the Com- 


mission for a statement of the representations made there- 
in, which are summarized below. 


All of the outstanding voting securities of HMC are owned 
by the International Telephone and Telegraph Corporation 
(“ITT”). On March 10, 1975, ITT entered into a prelimin- 
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ary agreement with Oppenheimer Management Corporation 
(hereafter “Oppenheimer”) providing for the sale by ITT 
to Oppenheimer of all the outstanding capital stock of \ 
HMC. Although ITT denies that the transaction includes ~ 
any element of profit, ITT and Applicants, nevertheless, 
state that the transaction could be viewed by some as in- 
cluding an element of profit. 


Section 15(f) of the Act permits an affiliated person of an 
investment adviser to a registered investment company to 
receive any amount in connection with a sale of the securi- 
ties of, or any other interest in, such investment adviser 
provided that for a period of three years thereafter, at 
least 75% of the board of directors of such investment 
company are not interested persons of either the prede- 
cessor or successor investment adviser. 


Applicants intend, therefore, to restructure their Boards of 
Directors in accordance with the requirements of Section 
15(f) of the Act. In this connection, they seek an order 
that Kirchner shall not be deemed to be an interested per- 
son of HMC either under its present ownership by ITT or 
after the sale to Oppenheimer. 


Section 2(a)(19) of the Act provides that the term “‘inter- 
ested person” of an investment company, or an investment 
adviser thereof includes any person who is an “affiliated 
person” of any broker or dealer registered under the Secur- 
ities Exchange Act of 1934. 


Section 2(a)(3) of the Act defines the term “‘affiliated per- 
son” of another person to include any officer, director or 
employee of such other person. 


As a director and employee of Kirchner, Moore, Kirchner 
is thus an affiliated person of a broker-dealer registered 
under the Exchange Act, and therefore an interested per- 
son of HMC and of the Applicants. 


Howard T. Conn, presently Chairman of the Boards of Di- 
rectors of the Applicant Funds and an ITT Vice President, 
has indicated that, upon consummation of the sale, he in- 
tends to resign as a Director. Applicants’ Boards of Direc- 
tors will then consist of six ““‘non-interested” directors and 
three “interested” directors (counting Mr. Kirchner) for a 
total of nine directors. If the Commission enters an order 
holding Mr. Kirchner not to be an “interested person” 
within the meaning of Section 2(a)(19) of the Act, the 
Boards will then consist of two directors who are “‘interest- 
ed persons” of HMC, and seven who are not. This will sat- 
isfy the 25%/75% ratio set forth in Section 15(f) of the Act 
and will allow Kirchner to remain a director of Applicants. 


Kirchner, one of the founders of Kirchner, Moore, deter- 
mined to retire from the business and, accordingly, in Feb- 
ruary, 1975, sold all of his stock in the firm. Applicants 
indicate that other than rendering services in connection 
with an occasional financial project, Kirchner is no longer 
active in the firm’s business or affairs, and that he has no 
other connections with Kirchner, Moore. Applicants state 
that the essence of Kirchner’s relationship to Kirchner, 
Moore as an employee is that he makes himself available 
for consultation with other members of the firm in connec- 
tion with various matters, including the underwriting of iT 
debt issues of municipalities. Kirchner, who works no set 
hours, and comes and goes as he wishes, spends approxi- 
mately 25% of his working hours on the affairs of Kirchner, 
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Moore. For his services, he receives a salary, together with 
office space and secretarial services which he utilizes in con- 
nection with his other business pursuits. Applicants repre- 
sent that Kirchner’s activities on behalf of Kirchner, Moore 
are nominal and for all practical purposes he has retired. 
The only reason for his continued status as an “employee” 
is to secure the benefits of the firm’s pension and profit 
sharing plans and the office space and secretarial services 
which are provided him in recognition of his former posi- 
tion as founder of the firm. Applicants believe that the af- 
filiation of Kirchner with Kirchner, Moore as a director 

and employee has not and will not impair his independence 
in acting on behalf of Applicants. 


Applicants represent that Kirchner, Moore is engaged sole- 
ly in a municipal securities business and that neither Appli- 
cants nor HMC have had any prior business dealings with 
Kirchner, Moore. Applicants own no municipal securities 
and represent that they will not invest in municipal securi- 
ties in the future if the purchase or sale of such bonds 
would involve, directly or indirectly, Kirchner, Moore. 


Applicants have agreed that if the Commission issues an 
order that Kirchner shall not be deemed an interested per- 
son of HMC, such order may be conditioned upon HMC not 
having any direct or indirect future business dealings with 
Kirchner, Moore so long as Kirchner has any connection 
with that firm. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person, secur- 


ties, or transactions from any provision of the Act or of any 
rule or regulation under the Act if and to the extent such 

exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than 5:30 p.m. on September 29, 1975, sub- 
mit to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or in the case of an attorney at 
law by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order disposing of 
the application herein will be issued as of course following 
September 29, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as to 


& ity, or transaction, or any class or classes of persons, securi- 


whether a hearing is ordered will receive notice of further de- 


velopments in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 7070/September 5, 1975 


SEC v. CROFTERS, INC., et al. 
(SDE Div. Ohio Civ. Action No. 70-351) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission, 
announced that on June 4, 1975, The Honorable Cari B. 
Rubin, Judge of the U. S. District Court for the Southern 
District of Ohio, on motion of the Commission, dismissed 
William V.Coffey, Denver, Colorado, as a defendant in 
SEC v. Crofters, Inc., et al. 


Coffey was named as a defendant in the Commission’s 
Complaint filed on November 16, 1970, which, among 
other things, alleged that Coffey and other defendants had 
violated certain of the antifraud provisions of the Federal 
securities laws in the offer and sale of promissory notes. 


On August 10, 1972, the District Court entered a ““Tem- 
porary Restraining Order” enjoining Coffey, and others, 
from further violations of the antifraud provisions. 


On January 24, 1973, a final judgment of permanent in- 
junction was entered against Coffey after a trial on the 
merits. On March 28, 1974, the Court of Appeals for the 
Sixth Circuit reversed the judgment of the District Court 
and remanded the case as to Coffey. 1/ 


On May 1, 1974, a Petition for Rehearing and Clarification 
of the Opinion was filed by the Commission, which was 
denied by the Court of Appeals on July 2, 1974. A petition 
for certiorari was filed in the U. S. Supreme Court on No- 
vember 27, 1974. The Supreme Court refused to grant the 
petition on January 27, 1975. 


In its opinion, the Court of Appeals for the Sixth Circuit 
held on remand that “ [i] t is essential that the SEC show 
that Coffey’s inaction was in ... ‘wilful or reckless disre- 
gard for the truth’ ’’. In view of this test, which is more 
burdensome than that imposed on the Commission by de- 
cisions of other courts of appeals, the Commission deter- 
mined to dismiss the action against Coffey. For further 
details, see Litigation Releases Nos. 4819, 5508, 5516, 
5576, 5588, 5618. 


1/ The Court of Appeal’s Opinion is reported at 493 F.2d 
1304. 





Litigation Release No. 7071/September 5, 1975 


SEC v. GARY L. DI GIROLAMO, et al. 
(USDC, H1) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
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Regional Office, and Leonard H. Rossen, Associate Re- 
gional Administrator of the San Francisco Branch Office, 
announced today the filing of a Complaint for a prelimin- 
ary and permanent injunction and appointment of a spec- 
ial master in the U. S. District Court for the District of 
Hawaii, charging Gary L. DiGirolamo, G.L.D. Enterprises, 
Inc., Capital Underwriters, Inc., and Capital Holdings, Inc., 
all of Honolulu, Hawaii, with violations of the antifraud 
provisions and registration requirements of the Securities 
Act of 1933 and the antifraud provisions of the Securities 
Exchange Act of 1934, in connection with the offer and 
sale of limited partnership interests in real estate develop- 
ments. 


Misrepresentations and omissions alleged in the Complaint, 
among other things, concern the amount of money to be 
raised for each project, the use of the monies raised, the 
tax benefits arising from investments in the projects, the 
success of the defendants’ prior similar projects, the sales 
commissions to be paid, and the likelihood of investors re- 
ceiving a return of capital and a profit on their investments. 


Simultaneously with the filing of the Complaint, all defend- 


ants consented to the entry of a Judgment of Permanent In- 


junction ana Order of Appointment of a Special Master, 
without admitting or denying the allegations contained in 
the Commission’s Complaint. 





Litigation Release No. 7072/September 8, 1975 


SEC v. FIRST MORTGAGE INVESTORS, et al. 
(SD Fla. 75 Civil 1850 JE) 


Jule B. Greene, Administrator of the Commission’s Atlan- 
ta Regional Office, and William Nortman, Associate Re- 
gional Administrator in charge of the Commission’s Miami 
Branch Office, jointly announced the filing of an injunc- 
tive action in the U. S. District Court in Miami, Florida, 
against First Mortgage Investors (hereinafter referred to as 
FMI), First Mortgage Advisory Corporation (hereinafter 
referred to as FMAC); First Mortgage Advisory Company 
(hereinafter referred to as FMACO); Jack Courshon, chief 
executive officer of FMI, Chairman of the Board of Direc- 
tors and President of FMAC, and Chairman of the Managing 
Partners’ Committee and President of FMI’s advisor, 
FMACO: William Leach, former chief operating officer 
and Executive Vice-President of FMACO; John Halvorson 
and Frank Pero, former senior vice-presidents of FMACO; 
and Stanley Magenheimer, a former trustee of FMI. FMI, 

a Massachusetts trust, was the first Real Estate Investment 
Trust to be formed under the REIT tax provisions of 1960. 
The trust, whose principal place of business is located in 
Miami Beach, Florida, has outstanding more than 8 million 
shares of beneficial interest, warrants, and 3 issues of con- 
vertible subordinated debentures. 


The complaint alleges violations of the antifraud, reporting 
and proxy provisions of the federal securities laws. All of 
the defendants except Leach and Magenheimer have con- 
sented to the entry of permanent injunctions without ad- 
mitting or denying the allegations contained in the com- 
plaint. Furthermore, as part of the settlement, FMI has 
agreed to the appointment of five (5) new independent 
trustees and a new Executive Committee. The majority of 
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the new Executive Committee shall be composed of the 
new trustees. The Chairman of the new Executive Com- 
mittee shall function as FMI’s Chief Executive Officer un- 
til such time as the new Executive Committee shall recom- 
mend, and the trustees shall elect, a Chief Executive Offi- 
cer; provided, that until January 31, 1977 such Chairman 
or Chief Executive Officer shall be one of the new trustees 
or a person not unaccaptable to the Commission. 


Further, among other things, FMI has agreed to no longer 
use its external adviser and will internalize such advisory 
functions. As part of the settlement, FMI will also adopt 
procedures calculated to preclude a recurrence of the ac- 
tivities which were alleged in the Commission’s complaint 
to be violative of the law. These procedures will prohibit 
FMi from engaging in any business transactions with an 
affiliate entity or entity in which an affiliated person of 
FMI has an interest; provided that, such a transaction may 
be entered into if the trustees consider it to be in the best 
interest of FMI and notify the Commission of the terms 
and reasons for such transaction 30 days prior to such 
transaction. Upon completion of such a transaction, FMI 
will be required within ten (10) days to notify the Com- 
mission of the final terms of the transaction and its com- 
pletion. 


The Commission in its complaint alleged that since approx- 
imately 1971, in efforts to conceal an adverse and deteri- 
orating loan portfolio situation and to increase its earn- 
ings, the defendants caused FMI to file with the Commis- 
sion and distribute periodic and annual reports to stock- 
holders and proxy statements which contained false and 
misleading financial and other statements concerning loan 
commitments; the safety of outstanding loans; conditions 
for obtaining loans from FMI; and gains from the sale of 
real estate assets. 


The Complaint further alleges that FMI arranged for the 
purchase at inflated prices of certain real properties and 
outstanding loans which were on the brink of foreclosure. 
In connection with such transactions the complaint alleges 
that FMI provided 100% financing, indemnification agree- 
ments, and commitments for future loans which transac- 
tions were not disclosed. Also alleged was that FMI em- 
ployed real estate appraisers who were instructed to issue 
appraisals for predetermined amounts. 


The complaint further alleges that FMI accrued as income, 
interest on outstanding loans at a time when it was known 


or should have been known that collectibility was in doubt. 
Also alleged is that FMI entered into transactions with affil- 


iated companies without first obtaining approval of FMI’s 
board of trustees. 


FMI has scheduled a shareholders meeting to vote upon 
the restructuring of FMI’s debt structure with respect to a 
$400 million participating loan agreement with a number 
of banks, $50 million principal amount of the Trust's in- 
debtedness held by a number of institutional lenders and 
nine issues of publicly held indebtedness in the aggregate 
principal amount of $90,506,000. 
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Litigation Release No. 7073/September 9, 1975 


EC v. GERSON BLATT, et al. 
(Southern Dist. of Fla. Civ. Action No. 74-1139-M-Civ.- 
JLK) 


The Securities and Exchange Commission announced today 
that on August 8, 1975, the Honorable James Lawrence 
King, U. S. District Court, Southern District of Florida, 
signed a Final Judgment permanently enjoining Gerson 
Blatt, Barton S. Udell and John Pullman from further vio- 
lations of the antifraud provisions of the federal securities 
laws. The judgment followed a two-week trial in April, 
1975. The Court also ordered John Pullman to disgorge 
$315,377.50 profit realized from the sale of 47,730 shares 
of Corporation of Americas, Ltd. (“COAL”) and appointed 
a trustee to collect and distribute the funds, the defendants 
to bear the costs of the collection and distribution. The 
funds are to be distributed pro rata to the persons from 
whom the shares were purchased. 


In his findings, the Court determined that Blatt and Udell, 
both practicing attorneys in Miami, Florida, had failed to 
disclose to Exquisite Industries, Inc. (or Summit Organiza- 
tion, Inc.) that they held beneficial interest in 13,700 COAL 
shares which were held in a trust and ultimately acquired 

by Exquisite. The Court found the defendants’ failure to 
disclose their beneficial interest to be an omission of a ma- 
terial fact and thus violative of Section 10(b) of the Securi- 
ties Exchange Act of 1934, and Rule 10b-5 thereunder. 


ient and business associate of Blatt for a number of years, 
traded in 47,730 shares of COAL while in possession of in- 
formation that Exquisite needed to acquire additional 
COAL shares for “pooling” purposes. These defendants fail- 
ed to disclose this fact, found to be material, and thus vio- 
lated Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. Three other defendants in the 
case, Milton Pepper, Herbert Rubin and Benjamin Sigelbaum 
were found by the court not to have violated the securities 
laws as alleged. 


Ve Court further found that Blatt and John Pullman, a 





Litigation Release No. 7074/September 9, 1975 


SEC v. VIP CLUB, et al. 
(USDC, E.D. Va., Alex. Div., Civ. Action No. 75-752A) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, announced that on September 2, 1975, the Honor- 
able Albert V. Bryan, Jr., U. S. District Court Judge for the 
Eastern District of Virginia, Alexandria Division, entered an 
order of permanent injunction against VIP Club, Intermedi- 
ary Associates, and Harold F. Kenny, all of Arlington, Vir- 
ginia enjoining them from violations of the registration and 
antifraud provisions of the Securites Act of 1933 and the 
Securities Exchange Act of 1934 in connection with the off- 
er and sale of securities in the form of investment contracts, 
certificates of interst or participations in profit-sharing 
agreements and instruments commonly known as securities 
in the form of participations in certificates of deposit or 
any other securities. 


The Court found that the defendants had made false and 
misleading statements, and had omitted to state material 


facts, in connection with their pooling of investors’ funds 
to purchase large denomination certificates of deposit. De- 
fendants represented that the interest investors received 
from the certificates of deposit would enable them to qual- 
ify for Social Security benefits when in fact the Internal 
Revenue Service and the Social Security Administration 
have taken a contrary position. For further information 
see Litigation Release no. 7036. 





Litigation Release No. 7075/September 9, 1975 


SEC v. HERITAGE TRUST COMPANY, et al. 
(D. Az. No. Civ. 74-519 Phx.-WPC) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, announ- 
ced that on August 27, 1975, William P. Copple, U. S. Dis- 
trict Court Judge in Phoenix, Arizona, entered an Opinion 
and Order granting the appointment of a receiver for the 
defendant Heritage Trust Company. On July 1, 1975, after 
a full hearing, the Court had denied the Commission’s Mo- 
tion for the Appointment of a Receiver and instead enter- 
ed an order granting injunctive relief against the defendants 
Heritage Trust Company and John R. Bromley (both of 
Phoenix, Arizona), in addition to relief granted on October 
8, 1974. Thereafter, on July 12, 1975, the Commission 
filed a Motion for Rehearing for the Appointment of a Re- 
ceiver, which motion was heard by the Court on August 15, 
1975. As a result of the rehearing, the Court determined 
that the appointment of a receiver was necessary and ap- 
propriate, and that “no injunction which the Court could 
frame would cure for the past or prevent in the future the 
mismanagement and illegalities found in the operation of 
the defendant Heritage ...”” For further information see LR- 
6959, 6559, and 6980. 





Litigation Release No. 7076/September 9, 1975 


Gerald E. Boltz of the Los Angeles Regional Office and 
Leonard H. Rossen of the San Francisco Branch Office of 
the Securities and Exchange Commission announced that on 
August 27, 1975 the Honorable Stanley Weigle, U. S. Dis- 
trict Judge for the Northern District of California made 
Findings of Fact and Conclusions of Law and entered an 
Order of Preliminary Injunction against Blazon Corporation 
(“Blazon”), Arthur E. Lloyd, Gary B. Larson, Utah Capital 
Corporation and Glenn W. McMurray. 


The Commission’s Complaint alleged that the Defendants 
violated the registration and antifraud provisions of the Se- 
curities Act of 1933 and Securities Exchange Act of 1934 
in connection with a public offering of Blazon pursuant to 
Regulation A of the Securities Act. 


Judge Weigle’s Order temporarily enjoined the Defendants 
from further violations of Section 5(a), 5(c) and Section 17 
(a) of the Securities Act and Section 10(b) of the Securities 
Exchange Act and Rule 10b-5 thereunder. 


For further information see Litigation Release No. 7022. 
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Litigation Release No. 7077/September 9, 1975 


SEC v. LEXTON-ANCIRA INC., et al. 
(D.C. Civ. Action No. 75-1466) 


The Securities and Exchange Commission announced the 
filing of a Complaint for injunctive relief in the U. S. Dis- 
trict Court for the District of Columbia on September 9, 
1975, against Lexton-Ancira Incorporated (““Lexton”), its 
Presdient and Chairman of the Board, Wade A. Myers 
(“Myers”), its Executive Vice President, Fred L. Stallard 
(“Stallard”), M. H. Deckard and Company (“Deckard”’), 
its former President and Chairman of the Board, Marion 
H. Deckard, its former Assistant Vice President, Ralph D. 
Calvin (“Calvin”) and Wespac Realty Corporation (‘‘Real- 
ty”). Judge John H. Pratt, U. S. Judge for the District of 
Columbia, simultaneously entered orders premanently en- 
joining all of the defendants from further violations of the 
antifraud provisions of the Federal securities laws. 


The Commission’s Complaint alleges that, between 1971 
and 1974, Lexton filed registration statements with the 
Commission for six public offerings of real estate limited 
partnership units. These offerings, which were underwritten 
or distributed by Deckard, were offered as unspecified 
property offerings and raised over $35,000,000. The Com- 
plaint charges in connection with the offer, sale and distri- 
bution of these limited partnership interests, Lexton in- 
cluded false and misleading statements in said registration 
statements and in the prospectuses and sale literature used 
in connection therewith, in communciations with investors, 
potential investors and with broker-dealers, and in various 
reports distributed to investors. 


The Complaint alleges that the aforementioned documents 
were false and misleading in that, during the offering per- 
iods, real estate properties were identified, negotiated for 
and lined-up by Lexton for acquisition at the conclusion of 
each partnership offering. 


The Complaint further charges that the documents were 
false concerning the use of proceeds from the offerings, the 
establishment of reserves in excess of that which was dis- 
closed, lease delinquencies, litigation, and other problems 
experienced with respect to real estate properties acquired 
for the partnerships, and the effect of certain cash advances 
to seller-lessees of partnership properties without adequate 
assurance that the funds would be properly used. 


The Complaint further alleges that the aforesaid documents 
were false and misleading concerning the underlying econ- 
omic performance of the properties on leaseback and the 
payment of cash distributions to limited partners which 
were in excess of distributable cash from operations. 


The allegations of the Complaint relate to Deckard, Realty, 
Marion H. Deckard and Calvin in that the aforementioned 
documents were false concerning the payment of undisclos- 
ed sales commissions to Deckard through its affiliate, Real- 
ty, as remuneration for the sale and distribution to the pub- 
lic of Lexton’s limited partnership units. Marion H. Deck- 
ard participated directly, and Calvin participated indirectly 
and under supervision, in negotiating the undisclosed sales 
commission arrangements and in the preparation, review 
and dissemination to the public of some of the false and 
misleading registration statements. 
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All of the defendants consented to the entry of the injunc- 
tion without admitting or denying the allegations of the 
Complaint. 


Myers and Stallard, who have not practiced and currently 
are not practicing before the Commission in their profes- 
sional capacities, have agreed to refrain from practicing 
before the Commission as an attorney and as an independ- 
ent accountant, respectively, for a period of twelve months. 
Stallard has further agreed to notify the Chief Accountant 
of the Commission if he determines to practice as, or be 
employed with, an independent accountant during said 
twelve month period. 


The Commission also issued an Order Instituting Proceed- 
ings, Findings and Order Imposing Remedial Sanctions in a 
related public administrative proceeding against Deckard, 
Marion H. Deckard and Calvin pursuant to Sections 15(b), 
15A and 19(h) of the Securities Exchange Act of 1934 
(See Release No. 34- i+). 





Litigation Release No. 7078/September 9, 1975 


SEC v. NATIONAL BERYLLIA CORP., et al. 
(SDNY 74 Civ. 4949 (HFW)) 


The Securities and Exchange Commission announced that 
on August 25, 1975 the Honorable Henry F. Werker, U. S. 
District Judge for the Southern District of New York, sign- 
ed a consent judgment of permanent injunction against 
Christian E. Nelson (“Nelson”), former president and chair- 
man of the board of National Beryllia Corp. (“NBC”). The 
consent judgment enjoins Nelson from violations of Sec- 
tions 10(b) and 13(a) of the Securities Exchange Act of 
1934 and Rules 10b-5 and 13a-1 thereunder. The judgment 
prohibits Nelson from making false statements of material 
facts or omitting to state material facts concerning, among 
other things, the earnings and financial condition of NBC. 


Nelson consented to the entry of the judgment without ad- 
mitting or denying the allegations of the Commission’s 
complaint which was filed on November 12, 1974. The 
Commission’s complaint charged that Nelson negligently 
participated in a plan of concealment from NBC’s inde- 
pendent auditor of the company’s actual financial condi- 
tion and failed to instruct NBC employees to make full dis- 
closure of NBC’s independent auditor in connection with 
the material overstatement of NBC’s revenues and profits 
for the year 1972. 


For further information, see Litigation Release Nos. 6581 
and 6893. 





Litigation Release No. 7079/September 10, 1975 


SEC v. JOSEPH REGA, JR., et al. 
73 Civil 2944 (SDNY July 3, 1975) 


William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission 
(“Commission”) announced that on August 20, 1975 a 
Final Judgment was entered in the U. S. District Court 
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for the Southern District of New York permanently enjoin- 
Joseph Rega, Jr. (“Rega’’), Christian-Paine & Co., Inc. 
| ena formerly a New Jersey broker-dealer of 
which Rega was president and chief executive officer, Carl- 
ton-Cambridge & Co., Inc. (““Cariton’”’), formerly a Has- 
brouck Heights, New Jersey broker-dealer of which Rega 
was president and chief executive officer, Ross W. Pascall 
("Pascall’’), Louis Levine (‘Levine’), Joseph Corvino 
("Corvino”) and Harold Weinberg (‘“Weinberg”), all of 
whom were formerly employed by Carlton and later 
Christian, and Bernard Jay Coven, an attorney practicing 
in New York City from further violations of the federal 
securities laws in connection with the offer, purchase and 
sale of the common stock of Dennison Personnel, Inc. 
(“Dennison”). An additional defendant, Robert B. Levin, 
had previously consented, without admitting or denying 
the Commission’s allegation, to the entry of a permanent 
injunction. Finally, a final judgment of dismissal was issued 
with respect to the Republic National Bank of New York 
(“Republic’’). 


The entry of the Final Judgment was based upon an opin- 
ion issued on June 30, 1975 by the Honorable Lawrence 
W. Pierce, U. S. District Judge in the Southern District of 
New York finding violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 and the Se- 
curities Exchange Act of 1934 in connection with the pub- 
lic offering and aftermarket trading of Dennison stock. 
The Court found that the registration statement and pros- 
pectus provided that the funds remitted by public invest- 
subscribing to the offering would be maintained in an 
6: account and returned to the subscribers if half of 
offering was not sold. Nevertheless, the defendants fail- 
ed to return the funds although the minimum number of 
shares was not in fact sold to the public. The Court also 
found that thereafter the defendants manipulated the price 
of Dennison stock in contravention of the antifraud provi- 
sions of the federal securities laws. Judge Pierce found that 
this scheme was perpetrated principally by Rega, Carlton 
and Carlton’s successor firm, Christian, with the assistance 
of the other defendants and that the issuance of an injunc- 
tive relief was necessary in order to protect the investing 
public. 


Coven, counsel for the issuer, who failed to discover that 

an illegal scheme was taking place regarding the offering of 
its shares, and whose conduct contributed to the success of 
the scheme, was found to have aided and abetted the viola- 
tive conduct. The Court found that the critical element of 
the scheme—the creation of the appearance that the requir- 
ed minimum number of shares were sold in the offering— 
was accomplished with Coven’s assistance. He was alerted 
to the fact that escrow account deposits never totalled the 
minimum dollar amount required for completion of the 
offering, but never properly investigated the reasons for 
this discrepancy. In addition, Coven was found to have aid- 
ed and abetted a violation of Rule 10b-6 in that he knew 
or should have known that a representative of the issuer 
had induced another broker-dealer to act as a market mak- 
er prior to the completion of the distribution by the issuer. 


ll, Levine, Colloff, Corvino and Weinberg were found 

have engaged in a fraudulent sales campaign during the 
‘iginal offering and in the aftermarket in violation of the 
antifraud provisions. Their violative conduct was found to 
have included price projections without a reasonable basis, 





failing to advise customers of the risk involved in purchas- 
ing the shares offered, and failing to adequately investigate 
the security before recommending its purchase to their 
customers. 


For further information, see Litigation Release No. 5979. 





Litigation Release No. 7080/September 10, 1975 


SEC v. MIZE, et al. 
(USDC SD Tex. Civ. No. 75-H-1420) 


The Securities and Exchange Commission announced that 
on September 10, 1975, Judge Allen Hannay of the U. S. 
District Court for the Southern District of Texas (Hous- 
ton Division) issued a Final Judgment of Permanent Injunc- 
tion enjoining Leland and Richard McCarthy (“The Mc- 
Carthys”’) of Fresno, California from future violations of 
the antifraud and tender offer provisions of the federal 
securities laws, in connection with the Commission’s 
complaint in SEC v. Mize, et al. The McCarthys consented 
to the entry of the Final Judgment without admitting or 
denying the allegations in the Commission’s complaint. 


The complaint charged that the McCarthys and others en- 
gaged in an undisclosed plan to obtain personally a con- 
trolling block of voting stock of Valhi, Inc., at bargain 
prices, using Valhi’s assets to finance their planned take- 
over, in connection with the spin-off of Vaihi from South- 
down, Inc. Both Valhi and Southdown are defendants in 
the action. 


In connection with the entry of the Final Judgment, the 
McCarthys were ordered by the Court to comply with the 
provisions of their written undertaking that, for a period 
of three years, they will not accept or hold the position of 
director or officer of Southdown or Valhi and will not 
designate or nominate any person for such position. The 
undertaking was filed with the Court in conjunction with 
the issuance of the Finai Judgment. 


Further, the McCarthys are enjoined from voting any 
shares of Valhi which they now hold, provided that their 
Valhi shares be voted in the same proportion as the voting 
power of the remaining shares of Valhi are voted or not 
voted. 
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Release No. 177/September 10, 1975 


See Securities Act of 1933 Release No. 5611/September 
10, 1975. 
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